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Elected —Until Further Notice 


Cl i H 
Sirs: The articles appearing in your magazine during the past earin. Ouse 


few months, = the length of time a — sed gy og stock _* 

ank, have been very interesting. The ave been especially ; ; a 
eet to officers of our bank, as we tee 4 HERBERT SHRYER, Editor 
4 candidate for the office of oldest stock- 
holder and director. 

Mr. Moses Hooper, one of the early 
settlers of Oshkosh, has been connected with 
this bank as a stockholder since October 31, 
1865—66 years—and was elected a director 
January 10, 1882, nearly fifty years ago. 

Under separate cover we are sending you 
a special edition of the local newspaper (The 
Daily Northwestern) published in 1927 on 
the occasion of the completion of our new 
building. A picture and description of Mr. 
Hooper appear on Page 4 of the paper. A 
statement in that article reads that he has 
been a director for about sixty years, but 
we have since found records that show the 
lime as nearly fifty years. As you will note, 
Mr. Hooper is an attorney; and in 1927, at 
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the age of ninety-two, he presented a case ‘ ‘ 
before the Supreme Court in Washington, os Profits in Letters of Credit Y 
) ¢. MOSK HOOPER By Daniret D. DENNy, JR. - - - - - 12 
Mr. Hooper was very active and attended nate nearer oan The Trust Department’s Advertising and New 
; directors’ meeting regularly until about nine Business Part IV 
months age. He has been in failing health since the first of the year. Ge teen © Menten. « «ss lu thlUct!hlUS 
Upon your invitation to send in striking instances, and in the ‘ : 
spirit of competition*, we are sending this news item to you. Reflections of a Bank Director Part II 
‘ ‘ By C. M. HarcerR - - - - - - -. 20 
GEORGE GREELEY, 
Commercial Service Department, When the Acceptor Doesn’t Pay 
First National Bank, Oshkosh, Wisconsin By G. LL. CRANfON = «=. =) = = 5 = 2B 
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) Directors Who Direct | ict eteae se lf 
Sirs: Kindly send marked copy of November, 1931, issue of The Field Warchousine Credit 
he Burroughs Clearing House with the articles ‘““Whose Fault if | B R .: 5 inti Satie 3 
irectors Loaf?” by Philip L. Speidel and “A Measure of Meas- |] | sieaeietatieee We i = 
ed Service” by R. C. Huelsman, to the following directors and | 
ckholders of our institution (eleven names appended with | EDITORIAL AND BUSINESS OFFICES—Second Blvd. and Burroughs Ave., 
dresses in Zeigler, Centralia, Duquoin, Christopher and Chicago, | Detroit, Michigan 
linois, Pasadena, California, and Phoenix, Arizona). | we 
These are two of the best articles that it has been our pleasure | SECOND BLVD. AND BURROUGHS AVE., DETROIT, MICH. 
‘o read and we want our directors to read them. | EASTERN REPRESENTATIVE MID-WESTERN REPRESENTATIVE 
We shall gladly remit for the amount due under this request. One Park Ave. Bldg..1 Park Ave. Adams-Franklin Bldg.. 
| r New York City Chicago, M1. 
F. Guy Hirt, President, Copyrighted, 1932, by Burroughs Adding Machine Company 
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Gone to Santa Barbara 


Sirs: I have been reading The Burroughs Clearing House for 
You have indicated an interest in agricultural matters 2 number of years and I do not know of a bank magazine that is 
irom time to time. Thus the enclosed editorial review (entitled '™ore attractive and one that I receive more pleasure and benefit 
“Group Farming” in the Moline Daily Dispatch, Moline, Illinois) from reading than your magazine. I es pecially enjoy reading 
of “Making Farms Pay”* (the new book by C. J. Claassen) and Mr. Hy. W. Sanders’ “From a Busy Des column and I have 
the accompanying circular may also be of interest. If you believe ‘tied to write him, thinking that he was Secretary of the California 

in government paternalism and McNary-Haugenism it will not. Bankers Association. . ; 
‘ My letter to him has been returned and I will appreciate your 

C. J. CLaassen, President, forwarding it to him. 

Farmers National Company, Omaha GEORGE M. REEVEs, Mara sage and Cashier, 

moe acknowledges receipt of this book and a considerable layman- Central National Bank, Okmulgee, Oklahoma 


Down on the Farm—or Up ? 
Sirs: 
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See Also Page 24 He's Been Through the Mill 


Srrs: In your October issue the outstanding article, in my 
opinion, was that of Craig B. Hazlewood, ““‘What the Depression 
Has Taught.” 

This article speaks to bankers in a bold and critical manner and 


throws the blame for troubles where they belong as well as pointing 
W. G. BENNETT, out some safer roads to follow. 
Associate Professor of Commercial Subjects, 


ge of Education, University of Toronto, Toronto 


Sins: I am very much interested in the article in the August 


te “World’s First Promissory Notes” (by Howard Wright 
a . Would you please send me a copy of the August issue of 
e urro 


ughs Clearing House? 


F. D. Strout, Cashier, 
Ontario Colle 


First National Bank, Greenville, Pennsylvania 







































«Management of the 
Bank’s Bond Account” 


Here is a complete discussion of the 
requirements and objectives of a 
good secondary reserve, and how to 
achieve these ends. It covers: 


Bank Investment Objectives, 
Liquidity, varying needs for, 
Quality of holdings, 
Marketability and Price Stability, 
Sensible Diversification, 

Should banks buy Yields? 

Bank profit-ratios vs bond yields, 
The Liquidity Factor, 

Unit of Investment, 

Reserves for Depreciation. 


The result is an outline of the prin- 
ciples governing the ideal bank 
investment plan. 





Miore 


than a man-sized job 


The management of the bank’s bond account is more than a man- 
sized job—it’s a many-mercsized job. Keeping intimately informed 


on the situation in every investment field is a physical impossibility 





for any one bank officer. Directors who fail to recognize this fact 
are working an injustice on their investment officer, on themselves, | 

; 
on the bank’s stockholders and depositors. Too many banks have} 


suddenly discovered this in recent months. 


Many years ago, Moody’s Supervisory Service was started to} 
remedy this situation. Its aim has always been to render personal 


aid to the bank’s investment officer by supplying him with the 
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necessary information, helping him formulate and follow a sound§ whic 


investment policy. Today this service is guiding hundreds of banks 


safely through this critical period. 


The fundamentals underlying a sound investment policy for any 
bank are discussed in our booklet, “Management of the Bank's 
Bond Account’’. It is a booklet every bank director and officer 
should read, a booklet we will gladly send you on request. If you 


wish, we will also send copies to your directors. Just address 
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JOHN MOODY, President 
65 BROADWAY NEW YORK CITY} "™ 
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s Prices Fall, Who Gains? 


cBy Willford I. King 


HE relative stability of com- 
modity prices during the period 


Professor of Economics, New York University 


than it was two years ago today. 
The very fact that most commodities 








1922 to 1928 convinced most 
Americans that, at last, the problem 
of controlling the price level had been 
solved by the Federal Reserve author- 
ities, and that, therefore, barring some 
major catastrophe, we need no longer 
worry about possibilities of radical 
changes in the value of our money. 
True, a minority pointed out persist- 
ently that stocks were absurdly over- 








In forthcoming issues, Dr. King 
will discuss two other aspects of 
the price level—‘‘Why Has the 
Price Level Fallen?” 
‘Feasible Methods of Elevating 
the Price Level.” —The Editor. 


have shrunk in value leads a good 
many persons to assert that the price 
decline is, after all, a matter of but 
little importance. They say that if 
wheat is worth but a third of its normal 
value and the same is true of cotton, 
the cotton farmer can get for a bale of 
cotton as much wheat as he ever could, 
and, similarly, the wheat farmer can 


and 














valued and must come down, but, 
even among these unwelcome harbingers of ill omen, there 
were few indeed who as much as hinted that the price 
decline would extend to almost everything sold for money. 

Yet such has actually been the case. From the peak in 
September, 1929, to October 1, 1931, the average value of 
all shares of stock listed on the New York Stock Exchange 
declined from $89.14 to $24.56 per share or more than 72 
per cent, and from May, 1928, to October 1, 1931, the value 
of all bonds listed on the same Exchange fell 18 per cent. 
Between September 7, 1929, and October 5, 1931, the 
Standard Statistics Company’s daily index of 90 stocks, 
which weights heavily the stocks of leading corporations, 
records a fall of 72 per cent. Their daily index of the price 
of bonds was 24 per cent lower on October 5, 1931, than 
on January 4, 1928. 

The United States Bureau of Labor index of the prices 
at wholesale of 550 com- 
modities shows a fall of 


secure as much cotton as formerly for 
a wagonload of wheat. There is, of 
course, an element of truth in this point of view. If we 
lived in a world in which everything was bought and sold 
for cash, and if all prices declined by the same percentages, 
price fluctuations would not affect the public welfare. 
However, such an imaginary world is radically different 
from the one in which we actually dwell. 

In our world, as we have just seen, prices do not all 
change by equal percentages. For example, the Kansas 
farmer must pay the same price as of old for having his 
wheat hauled to Chicago, even though the price of the 
delivered wheat is but 40 per cent as much as in 1928. 
Finished’ steel is worth but 85 per cent of what it was 
two years ago, while wage rates in the steel industry have 
been cut 10 per cent. Real estate which, at a forced 
sale, would bring only half or a third of what it would 
have brought a few years since, is taxed as heavily as ever. 
Furthermore, in the 





30 per cent between 
September, 1928, and 
August, 1931. The “‘cost 
of living” index pub- 
lished by the National 
Industrial Conference 
Board was 15 per cent 
lower in August, 1931, 
than in September, 1928. 
[In August, 1931, agricul- 


44 The nations of the world have over- 
stocked themselves with machinery 
and manufacturing plants far in ex- 
cess of the-wants of production. This 
full supply of economic tools to meet 
the wants of nearly all branches of 
commerce and industry is the most 
important factor in the present in- 
dustrial depression. 


Though the discovery of new pro- 
cesses of manufacture will undoubtedly 
continue, and this will act as an 
ameliorating influence, it will not 
leave room for marked extension such 
as has been witnessed during the last 
fifty years, or afford employment to 
the vast amount of capital which has 
been created during that period. The 
day of large profits is probably past. yy 


about 34 per cent lower 
in price than in the 
autumn of 1929. No 
index is available to 
measure the shrinkage 
In the value of real 
estate, but those dealing 
in this commodity are 
too well aware that the 
decline has been drastic. 
It is, indeed, hard to 
fame any group of com- 
modities which is not 





— Official report of the U.S. 
Commissioner of Labor, dated 1886. 





world in which we ac- 
tually have our being, 
a large proportion of 
goods are sold not for 
cash but “on time.” 
Payments for ciothing, 
furniture, radios, auto- 
mobiles, etc., are often 
spread over a year or 
more. When real estate 
is sold, the larger part 
of the value may be 
represented by a mort- 
gage which is not paid 
off for many years. The 
cost of building a rail- 
road is largely met by 
issuing bonds due per- 
haps half a century 
later. In nearly every 
instance in which pay- 
ment is deferred, changes 
in the price level result 
in injustice to one of the 


written in 1886, in the days 

of horse cars, dirt roads, red 
flannels and Kickapoo Indian 
remedies. Since then this country 
has enjoyed years of unparalleled 
prosperity, interlaced with brief 
— of depression and bad 
usiness. 


Tos foregoing report was 


During our half century in business 
The First National Bank has ex- 
perienced several of these tem- 
porary lulls in Portland business. 
Each time the depression was 
followed by a greater period of 
ate one and prosperity than 
ad been dreamed of before. 


In the light of these experiences 
we believe the present depression— 
like the depressions of 1886 and 
other years—is but a lull in business 
from which we will go forward to 
higher peaks of income and achieve- 
ment. 


THE FIRST NATIONAL 
BANK OF PORTLAND 








materially cheaper now 


‘“*In the light of these experiences’’—broadcast by the First National Bank of 
Portland, Oregon 


parties to the contract, 
for the debtor always 
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agrees to pay a certain sum of money, 
and a variation in the price level means 
that the value of the dollar has changed. 
The standard treatise on economics 
usually summarizes the situation by 
saying that, when prices decline, all 
debtors lose, for, since dollars have 
become valuable, it is harder to get 
the number necessary for paying off the 
debts. On the other hand, a decline in 
the price level benefits all creditors, 
holders of money and recipients of 
fixed incomes, for every dol- 
lar which these classes receive 
will buy more goods than it 
would have bought previously. 
From these facts it is often 
inferred that, since debits 
necessarily equal credits in 
amount, creditors gain what 
debtors lose, and that, there- 
fore, society as a whole is 
neither better nor worse off 
because of the price decline. 
It is probably true, that, in 
the brief space usually allotted 
for the discussion of this sub- 
ject in the typical textbook 
on economics, it would be 
difficult to improve on the 
analysis there presented. 
However, when such con- 
densed statements are applied 
to a situation like the present, 
it may be found that certain 
details which are really of 
prime importance have been 
omitted. It is to some of 
these details that we shall 
now devote our attention. 
Perhaps the best way to 
gain a knowledge of the true 
effect of falling prices is to 
consider the effect of the de- 
cline upon such typical seg- 
ments of the population as 
wage workers, clerks, salaried 
officials, professional people, 
farmers, brokers, merchants, 
manufacturers, bankers, and 
bondholders. Each of these 
groups will now be considered briefly. 
It is usually stated that the wage 
earning class benefits from a falling 
price level because, during the period 
of decline, wages are late in moving as 
compared to the prices of the things 
which wage earners buy. This tend- 
ency to lag is well illustrated in the 
current depression, as the process of 
cutting wage rates is just now getting 
well under way, even though the cost 
of living index has been falling steadily 
since the autumn of 1929. It does not, 
however, follow that the laboring class 
has been benefited by the falling 
prices, for, unfortunately, falling prices 
result in curtailed business activity, 
and curtailed business activity means 
the laying off of laborers in wholesale 
lots. Obviously, the unemployed are 
not profiting from the decline in the 
price level. However, the point is 


© Ewing Galloway 
Who remembers when cotton was ‘'‘King’’? The photograph purports 
to represent an exporting scene at a Brooklyn pier—-date omitted 


frequently made that, while the un- 
employed are losing, those workers 
who have succeeded in holding their 
jobs are gaining by the present situ- 
ation. Even this comforting thought 
can, however, only be_ accepted 
when accompanied by many grains of 
salt. The total payrolls of manu- 
facturers reporting to the United 


States Federal Reserve Board fell 43 
per cent between September, 1929, and 
August, 1931. During the same period, 





the prices of goods purchased by the 
laboring class declined by only 15 per 
cent. Clearly, factory workers, as a 
whole, have not been profiting by the 
depression. Though rates per hour or 
per piece have been cut less than the 
prices of things bought by the workers, 
the average length of the working week 
has been reduced sharply by spreading 
work (that is, by putting most of the 
force on part time), or by cutting the 
number of hours in the working week. 
After the unemployed and the workers 
on short time have been deducted 
from the total, we find that those wage 
earners who are apparently gaining 
from the fall in the price level form 
but a small proportion of the whole 
number. Furthermore, even after the 
allowances just mentioned have been 
made, other deductions are necessary. 
Many of those now working approxi- 


THE BURROUGHS 


is 


mately full time have recently been f 
unemployed or working only part time, 

Many own equities in homes which 
are heavily mortgaged. The interest 
charges and taxes are as high as ever, 
Some have been forced to move and 
sell their homes. These have lost 
heavily by the decline in real estate 
values. Many families are extending 
aid to relatives or friends. Many 
have lost money through speculation 
in stocks or real estate. When all 
these losing classes are taken 
into consideration, it appears 
probable that only a_ very 
small fraction of the wage- 
earning class have actually 
profited by the decline in the 
price level. 


LERICAL workers have 

generally been supposed to 
be especially benefited by fall- 
ing prices, for their tenure has 
usually been assumed to be 
relatively secure, and _ their 
salaries reasonably immune 
from reduction. Several dil- 
ficulties have intervened to 
prevent them from making 
such gains during the present 
depression. An unknown but 
apparently large proportion 
of clerks were enticed by the 
long boom in stocks to “take 
a flier’ in the market. Their} 
losses in the crash were proba- 
bly far greater than any gains 
since arising from lower prices | 
of commodities purchased. | 
And that is not all, for about 
the time that they were 
getting their affairs adjusted 
to take care of their specu- 
lative losses, unemployment 
and salary cuts made their 
appearance in the clerical 
field. Finally, what has been 
said in connection with wage 
earners concerning the neces- 
sity of supporting friends 
and relatives who have been laid off! 
and concerning losses on real estate, 
when it has been necessary to move, 
applies with equal force to clerical] 
workers. i 
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Now let us consider the higher-paid [ 
salaried employees. The present price | 
decline has been so severe that it has) 
forced a surprisingly large number © | 
high-grade executives to join the ranks} 
of the unemployed. Teachers and| 
college professors have thus far beef 
a favored class as far as employment 
is concerned. Yet, even in their ranks. 
it is difficult to find a man or womal 
who has not lost far more through| 
unfortunate speculation or investments) 
than he or she has gained by being) 
able to purchase food, clothing, "§ 
furniture at reduced rates. In the 





larger business’ concerns, salary culs e 
have been preceding wage cuts. Those ‘ 
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CLEARING HOUSE 


holding well-paid jobs are expected 
to make voluntary contributions to 
the relief of the unemployed, and 
higher income taxes will soon extract 
forced contributions from all. 

That the farmer has lost heavily 
because of the drop in the price level 
has been advertised to the world. 
Wheat and cotton are drugs on the 
market. Farm products have, on the 
average, fallen in price far more 
sharply than the prices of goods bought 
by farmers. Farm land has 
shrunk to a fraction of its 
former value, but taxes are as 
high as ever and mortgage 
interest still falls due at the 
scheduled dates and in the 
sums specified in the contract. 
When making up a list of 
those profiting by the depres- 
sion, the farmer must ob- 
viously be counted out. 

The manufacturer who has 
increased profits during this 
period of declining prices is 
so rare that he is almost a 
candidate for a museum. 
While orders have faded away 
and the prices of his products 
have shrivelled up, unit wage 
costs have changed but little, 
and many of the overhead 
items show no decline. Mean- 
time, the value of materials 
on hand has been steadily 
diminishing. It would be a 
hardy individual who would 
dare to insinuate to a manu- 
facturer that falling prices 
might be beneficial. 

From available statistics, 
it appears that the drop in the 
price level has been less un- 
kind to retail merchants than 
to manufacturers, for the 
sales of the former have not 
been curtailed as sharply as 
have the sales of the latter. 
Nevertheless, steady shrink- 
age in the value of all goods 
in stock has made it extremely difficult 
for the merchant to earn his customary 
annual profit and the balances of many 
firms are in the red. 

That declining prices have been 
anything but profitable for stock 
brokers is clearly illustrated by the 
drop in the value of a seat on the New 
York Exchange from $625,000 in 1929 
to $185,000 last autumn. Relatively 


lew persons desire to buy stocks when — 


prices are falling. Everyone is anx- 
lous to “‘take a flier’? when prices are 


rising. Exactly the same _ principle 
applies to other speculative com- 


modities. A few years ago, for example, 
new real estate offices sprang up every- 
Where like mushrooms. Now they 
Stand, vacant and unpainted, waiting 
forlornly for the day when prices 
again begin to move upward. 

It is often assumed that the small 


white hot metal. 


loan companies are numbered among 
the few lines of business which are 
profiting by the depression, for they 
are popularly supposed to thrive on 
the misfortunes of mankind. It is 
doubtless true that the present period 
of hard times is bringing to their 
doors many customers who have never 
been seen there before, but, at the 
same time, unemployment is reducing 
radically the list of former patrons, 
for the man without a job is in no 





Courtesy Colorado Fuel and Iron Company 
“River of Iron’’, where the furnace is tapped and gives up its cargo of 


was two years ago 


position to furnish security for a loan. 
Again, therefore, we fail to find the 
concern that is benefiting by the 
drop in the price level. 

Since bankers deal entirely in obliga- 
tions payable in money, and since a 
falling price level means that the value 
of money is increasing, it has often 
been assumed that they are among 
the chief beneficiaries of tumbling 
prices. It is indeed true that, as prices 
decline, the buying power of every 
dollar of interest received from loans 
is enhanced. Unfortunately, how- 
ever, the borrower can pay neither 
interest nor principal unless his busi- 
ness proves profitable, and, since the 
bottom has dropped out of prices, 
bank after bank has found itself an 
unwilling partner in numerous un- 
successful business enterprises. With 
hundreds of banks going to the wall, 


Finished steel is worth but 85 per cent of what it 
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and the values of bank stocks crum- 
bling rapidly, no further evidence is 
necessary that falling prices are not 
profitable to bankers in general. 

And, whenever a bank fails, thou- 
sands of those wage workers and 
salaried employees who might other- 
wise have been lucky enough to 
benefit from lower commodity prices, 
find all such potential gains far more 
than offset by the disappearance of 
their bank balances. 

In our search for the man 
who has profited by falling 
prices, we have now taken 
cognizance of almost every- 
one except that rare person, 
the investor who puts none 
of his money into stocks, who 
engages in no enterprise, but 
who lives exclusively on in- 
terest received on_ bonds, 
mortgages, or savings bank 
deposits. It must be admitted 
that, as long as the price 
declines are moderate, this 
unusual individual is in 
clover. His interest money 
buys more and more of this 
world’s goods. His equities 
in enterprise become larger 
and larger. As the price de- 
cline continues, however, his 
secure position is gradually 
undermined. One fine day he 
learns that the farm on which 
he holds a mortgage has been 
abandoned by its owner who 
is unable to continue in busi- 
ness because of the low prices 
of agricultural products. A 
little later, interest on some 
of his real estate bonds is 
defaulted. Matters are made 
worse when the X. Y. Z. 
Railway Company goes into 
the hands of a receiver and 
the bondholders are advised 
to accept stock in exchange 
for their bonds. Then he 
wonders whether falling prices 
are so beneficial as he had hitherto 
believed. 

In our search for the classes which 
have benefited by falling prices, we 
have as yet not taken cognizance of 
one potential element in the situation 
which may later prove to be of over- 
whelming importance. The fact which 
has been ignored is that the solvency 
of savings banks and life insurance 
companies depends, in the main, upon 
the value of the real estate mortgages 
and railway and utility bonds in their 
portfolios. It follows that, should 
prices fall far enough, business would 
become so bad that interest would be 
defaulted on these securities and their 
values would, of course, collapse. 
Such a contingency would bring dis- 
asters even greater than all that have 
preceded, for it would be a body blow 
to nearly every family, and would 

(Continued’on page 27) 
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Manager, Analysis Department, Northwestern National Bank 


partment—we have operated one 

in the Northwestern National Bank 
for the last ten years —conceivably 
some of the employees have no clear 
idea of what the department does, 
the purpose it serves or what it 
accomplishes. Some may even con- 
sider it, if they think of it at all, as a 
sort of supernumerary bureau engaged 
in assembling, assorting and juggling 
various kinds of figures, thereby keep- 
ing one or more persons harmlessly 
employed and diverted out of the main 
current of the bank’s activities. 

Yet there is no one in the bank 
force, from the newest messenger to 
the oldest officer, but may be affected, 
and often is, by the data presented by 
the statistical department. Its tabula- 
tions may illumine even the remotest 
corners of the institution and mean to 
the humblest employee praise or 
blame, reward or penalty, promotion 
or dismissal. To the officers, the 
department’s compilations and com- 
parisons, its breakdowns, distributions 
and assemblies, offer yardsticks, indi- 
cate trends, suggest policies and con- 
vey warnings. 

The department is, in a sense, at 
the very center of the bank’s activity 
—is in touch with, has the measure of, 
the work of all other departments. 
Its motto might well be, “By their 
fruits, you shall know them.” 

Here in the Northwestern the prin- 
cipal function of the statistical depart- 
ment is to gather varied information 
and record it in such form that it may 
be readily available for reports, com- 
parative statements, cost accounting 
and account analysis. It is well 
recognized that facts may be presented 
in figures in such a manner as to reveal 
lines of information which could not 
be ascertained in any other way. 

Many regular reports are made up, 
all with the definite purpose of making 
available to the officers in concise 
form the facts they should have 
about the routine business of the 
institution. 

The comparative monthly 
on items will illustrate. This report 
covers completely the number and 
amount of all the items handled in 
the entire bank. Totals are presented 


LT any bank with a statistical de- 


report 


for the month and for the corre- 
sponding month the year before, with 
the increase or decrease. 


The data 


cBy W. F. Grinager 


for this report come from the fifteen 
departments that handle items. Each 
department goes into considerable 
detail in furnishing information. For 
instance, the proof department re- 
ports the numbers, severally, of credits, 
clearings, out-of-town items, debits and 
grain drafts; the mail department 
reports the numbers of cash items, 


clearings, out-of-towns, debits and 
credits. 
Having the information in this 


detail makes it possible to prove the 
count on debits, credits, out-of-town 
items and clearings, which constitute 
the major portion of all items handled 
in the bank. Thus, the debits and 
credits reported from the various 
handling departments should equal 
the numbers reported by the bookkeep- 
ing department. A check of this kind 
makes for more care in the counting 
of items in the various departments. 


‘THE value of this comparative tabu- 

lation is apparent. An accurate 
count of items affords an index of the 
amount of work done in each depart- 
ment. This information is important 
not only for record: and comparison 
but for the personnel department, 
which has charge of the clerical force. 
It suggests what constitutes a fair 
average day’s work for a clerk in his 
department, and material departures 
from the norm may indicate that a 
department is undermanned, is over- 
worked and needs relief; or, on the 
other hand, that it is overstaffed and 
can release some of its workers to, or 
share them with, another department. 
Again, departures may indicate that 
a force adequate in number, or in- 
dividual members of it, should be 
speeded up. The count totals may 
thus direct attention of department 
heads to the eager, over-ambitious 
employee who needs to be protected 
from his own zeal—yes, our bank 
takes a humane interest in employee 
welfare —and to the idler, the shirker 
or the incompetent. An _ accurate 
count of items enters also into cost 
accounting and the computing of per- 
item costs to be assigned in analyzing 
customers’ accounts. 

The manner of setting up item- 
count totals by the statistical depart- 
ment is shown in the following com- 
pilations of the number of items 
handled in the proof and _ transit 
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, Minneapolis 


departments for a month in 1931, B, 











and the corresponding month in 
1930, A: 
ine, 
Proor Dept. A B r Dee. 
Credits...... ..... 50,410 71,324 20,914 
Clearings............353,968 313,784 ~—40,184 
Out-of-town.......... 163,058 191,630 28,572 
ME sig. sheen die orev 77,833 111,514 33,681 
ee s- 1,540 2,010 470 
Total... . .646,809 690,262 43,453 
Transit Dept. 
Country items 
sent direct........... 489,332 483,867 — 5,465 
a ee 43,286 57,007 13,721 
Chicago eastern....... 48,407 56,508 8.101 
BE cert ow verw on 4,788 5,875 1,087 
Federal Reserve...... 86,599 77,826 — &,773 
| ee 672,412 681,083 8,671 


Each week a report is made up of 
the commercial accounts, savings ac- 
counts and certificates of deposit 
opened, and of those closed, in the 
main office, the branch offices and 
the local affiliated banks. The num- 
ber of accounts opened is given, the 
number closed, the amount of balance 
of those opened and of those closed, and 


the total number of accounts at each | 


bank and branch office. Once a month 
this same report is set up in a little 
different manner, showing the per- 
centages of increase or decrease in the 
number of accounts from the begin- 
ning of the year to date. 
centages are figured against the total 
number of each class of accounts. 
Thus the true individual standing is 
reflected, both as a unit and in relation 


to the other banks or branches in the | 


group. 
A bank, in order to grow, aims, ol 








3 


These per- | 


oe 


course, at net increases in the number | 


of deposits, and revelations of the 
statistical comparisons often indicate 
where special business-getting or busi- 
ness-holding effort may well be 
exerted. 


‘THE record of accounts opened and 

of accounts closed connects with the 
cost-finding activities of the statistical 
department, which has computed what 
it costs to open, to close and to reopen 
any one of the several kinds of ac- 
counts. At the Northwestern, we 
figure that the cost of opening a check- 
ing account is $1.10 for a small one, 
$1.25 for a medium one, $1.40 for a 
large one and $1.50 for a corporation 
account. 


The detail of this unit cost | 





may be interesting to some readers, | 


and is as follows, every piece of | 
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CLEARING HOUSE 


material used and every labor factor 
being considered: 


MATERIAL 


Signature card, $4 per M............. Each $ .004 
Pass book: small, 17¢c.; med., 27c.; large, 38c. okt 
Check book fillers, $1 90 per M, 25 5 checks.... .05 
Check book covers, 15c., 17c., long ae 15 
Credit cards, $16.40 per M................. 0164 
Manila file required by one account in every 

four, $16.50 per MM. .......ccccccccacs .0044 
Addressograph plate, $2.85 per M..... .00285 
Credit department report, 72c. per M ... 00072 
Ledger sheet, $9.07 per M.............. .009 
Statement SS ee .00415 
Form 791, $11.88 per M; form 537, $1 per M. .012 
Central information card, $13 per M; cross 

reference card, $16 per M; adj. on credit 

Cn: PE Goo 5 oh ncee seuwe ceases . 034 

Total stationery and supplies, small 
IES Sg ailv a nie owed bre tte be eran 46 

LABOR 
New account desk, 4 salary; average time per 

SIs a 1c. aig, aaa seeesa- bok BS ie Sao a Tella ee 36 


BooKKEEPING— 


1. Bookkeeper makes out credit department 
report; 
2. Taken to manager’s desk with credit 
report to be initialed; 
Credit is entered in separate books of 
new accounts; 
4. Report is sent to credit. department; 
5. Checked off on record from credit depart- 
ment report; 
6. Account is written up in account book; 
7. Entered on ledger sheet; 
8. Entered on statement; 
Estimated time of clerk, 20 minutes .10 


Crepir DEPARTMENT— 


1. Stenographer gets book report; 
2. Types information on card; 

3. Files card; 

4. Enters memo for stencil for daily report; 
makes stencil; 

5. Eaters memo for addressograph and other 
departments; 

6. If a reopened account, pulls re-open and 
closed cards; 
7. Types information on closed ecards; 
closed cards; 

8. New records on re-opened accounts to 
central file; 


Estimated time of clerk 


files 


, 20 minutes .10 
ADDRESSOGRAPH— 


1. Make plate on graphotype; 

2. Insert in frame; 

3. Run through machine, fourth turn; 
4. Print card; 

5. Insert in frame file 


Estimated time of clerk, 5 minutes .025 


CENTRAL FILE— 

1. Check signature card, report of opening 
slip; 
Check file for name, both open and closed 

files: 
Type card; 
Check card; 
File in cabinet 
Estimated time of clerk, 10 minutes .05 


Or Co 





Total cost, small account.......... $1.10 
Total cost, medium account....... 1.25 
Total cost, large account.......... 1.40+ 
Total cost, corporation account.... 1.450+ 


A report of the correspondent-bank 
accounts opened and closed for the 
period is drawn up at the close of each 
quarter. In it the names of the solici- 
tors of the new accounts are given. 
This is done in order to give recogni- 
tion to those members of the staff who 
are seeking to promote the best in- 
terests of the bank, and is in direct 
line with the bank’s established policy 
to help make the more efficient 
workers stand out from those who 
are less so. In the listing of closed 
accounts, the reason for closing is 
stated in each case and notation made 
of whatever action has been taken in 
regard to it. 

An effectual means of keeping a 
close tab on running expenses is pro- 
vided in a comparative statement, 
monthly and accumulative, of the 
subdivisions of the expense account 
of the main office, branch offices and 
affiliated banks within the city. This 
embraces legal auditing, printing and 
stationery, memberships and subscrip- 
tions, telephone, telegrams, postage, 
salaries, insurance, directors, donations, 
employees’ expense, traveling expense, 
equipment maintenance, furniture and 
fixtures, miscellaneous, taxes, liquida- 
tion, expense on account of foreclosed 
mortgages, service charges recovered 


Nine 


and building expense. With the figures 
for a given month, say, July, the 
figures for the like month a year before 
are presented, the increases or de- 
creases, and then the accumulative 
totals for the first seven months of 
each year, with their variations up 
or down. Arresting discrepancies can 
be traced back and explained by 
reference to the distribution of any 
subdivision total into the portions of 
that expense incurred by the different 
départments contributing to that total. 

Still another way by which the 
statistical department serves the bank 
is in its detailed record, kept up from 
month to month, of the expense ac- 
counts of main office, branch offices 
and local affiliated banks. This has 
saved much time in checking up strik- 
ing variances in comparative expense 
reports, and proves of value in other 
ways. 

Then there is the analysis, drawn 
up every month, of each of the prin- 
cipal departments of the bank, eighteen 
in all, which covers the following 
titles: salaries in department, sta- 
tionery used, postage used, telephones, 
supplies used, employees’ expense, 
surety insurance, machine’ main- 
tenance, rent of floor space occupied 
by the department, depreciation on 
furniture, depreciation on machines, 
total expenses. Each department 
manager is given a copy of the analysis 
of his department every month. This 
serves to keep him informed as to the 
operation of his department and 
stimulates his interest in making as 
good a record as possible. 

Summaries of these analyses showing 


(Continued on page 32) 

















Total Dept. Costs Including Rent, Depreciation, Etc. Stationery 
May May Increase Ist5 Mos. Ist5Mos. Increase May May Increase Ist5Mos. Ist5 Mos. Inc. 

DEPARTMENTS 1929 1930 Decrease* 1929 1930 Decrease 1929 1930 Decrease 1929 1930 Decrease 
Audit 0000000 § 2,494.09 $ 2,527.64 $ 33.55 $ 12,469.19 $ 12,619.42 $ 150.23 $ 27.13 $ 34.51 $7.38 $ 138.65 $ 160.13 $ 21.48 
Bond... 1,367.45 1,304.13 63.32 6,068.89 6,711.48 642.59 101.35 73.35 28.00 484.79 385.88 98.91 
oe a 5,224.63 4,589.69 634.94 26,073.26 22,686.77 33,86.49 158.43 110.44 47.99 781.40 668.34 113.06 
Cent. File... 1,026.32 1,252.94 226.62 4,958.65 5,792.73 834.08 71.35 105.69 34.34 183.80 364.04 180.24 
Check... 809.84 1,118.75 308.91 4,058.82 5,717.24 — 1,658.42 27.33 25.92 1.41 132.86 157.85 24.97 
City Coliniions . 889.62 1,012.76 123.14 4,498.03 4,681.69 183.66 45.9] 24.66 21.25 250.20 235.59 14.6] 
Country Collections... 862.53 797.50 65.03 4,328.29 4,162.00 166.29 57.55 22.88 34.67 349.25 337.64 11.61 
__ aa 2,353.93 2,444.53 90.60 12,508.60 12,362.98 145.62 11.21 37.78 26.57 139.38 374.57 235.19 
Discount........ 2,009.22 2,345.72 336.50 10,038.37 11,740.77 1,702.40 75.73 107.54 31.81 472.99 471.91 1.08 
Dft.(Draft).... 610.59 559.35 51.24 3,054.98 2,782.43 272.55 15.73 6.47 9.26 80.68 80.55 13 
Dom. Exchange 1,904.02 1,949.92 45.90 9,445.95 9,691.21 245.26 33.54 56.78 23.24 184.26 225.51 41.25 
_ a 1,181.48 1,086.99 94.49 5,837.68 5,671.81 165.87 92.90 18.26 74.64 405.58 339.16 66.42 
For. Exchange... 576.81 578.93 2.12 3,058.47 2,853.82 204.65 37.96 30.07 7.89 115.74 129.52 13.78 
Gen. Ledger... 866.21 785.90 80.3] 5.031.70 3,370.87 1,660.83 1.28 14.62 13.34 66.45 129.63 63.18 
ORs 1,509.80 1,190.95 318.85 7,564.26 7,758.22 193.96 42.12 5.51 36.67 230.10 212.81 17.29 
Out-Clgs. roe 864.17 987.95 123.78 4,351.63 4,931.10 579.47 30.02 33.43 3.41 174.47 176.32 1.85 
Proof... 2,295.64 2,882.00 586.36 ‘11,281.82 14,693.84 3,412.02 23.61 63.97 40.36 125.18 311.67 186.49 
Statistics. ene .. 616.56 626.89 10.33 3,077.50 3,734.08 656.58 4.20 5.76 =: 1.56 15.70 18.08 2.38 
Stenographic................ 3,869.14 4,029.29 160.15 19,321.71 20,130.86 809.15 46.12 48.18 2.06 242.02 211.34 30.68 
Savings... 1,167.89 1,183.13 15.24 5,975.93 6,042.59 66.66 13.73 14.54 81 205.13 199.64 5.49 
Tellers 4,136.90 5,247.53 1,110.63 20,565.65 —«- 23,562.63 —«-2,996.98 184.12 207.04 22.92 795.92 950.01 154.09 
Transit. 6,993.28 7,656.45 663.17 35,268.65 39,078.75 3,810.10 334.42 409.04 74.62 1,628.02 1,879.86 251.84 
ee $43,630.12 $46,158.94 $2,528.82 $218,838.03 $230,777.29 $11,939.26 $1,435.74 $1,456.44 $20.70 $7,202.57 $8,020.05 $817.48 


*In the original working form, decreases are shown in red ink instead of italics. 
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avings in Relation to Stocks 


The Graphic Story of the Counter 
Trends and What They Portend Now 


HERE is a general tendency for 

additions to savings to be smaller 

as stock prices are high cyclically 
and larger as prices are low. The chart 
compares an all-industrial stock price 
index, smoothed to show general 
movements more clearly, with the 
annual increment, or net change during 
the preceding twelve months, in 
savings deposits as reported by the 
savings banks of New York State. 
The broad outline of the relationship 
may be defined as follows: the market 
was low in 1920 to 1921 and savings 
increments were high; with the market 
up in 1922, the savings increments 
were lower; in 1923 to 1924 the market 
was off and the increments to savings 
were generally higher; with the market 
higher in 1925, the net additions to 
savings were less; in 1926 the market 
flattened off to a position really con- 
stituting a minor cyclical low and the 
savings increments rose again; the 
market was up strongly through 1927, 
1928, and 1929 and net additions to 
savings fell off greatly; and with the 
market falling through 1930 and into 
1931, the savings increments have 
increased sharply. 

This relationship of savings in- 
crements to the stock market appears 
closer and more sharply delineated on 
the whole since 1925 than before. 
This difference may be due in part to 
the lack of monthly data on savings 
before 1925. A close comparison, 
however, of this relationship in the 
years from the depression of 1921 up 
to 1925 with the same relationship in 
the years from 1925 up to the present 
depression, reveals a_ sufficient dif- 
ference to indicate that public partici- 


cBy C. H. Whelden, Jr. 


Yale University and Index Number 
Institute 


pation in the market, at least to the 
extent of involving many persons 
whose resources consist mainly of 
savings bank deposits, was on a 
relatively small scale in the earlier 
period. The timing of the declines in 
savings increments in 1921 and the 
first half of 1922 has more the appear- 
ance of resulting from reduced earning 
power of savers in time of business 
depression than from diversion of 
savings funds into the market directly. 
A part of the decline may well repre- 
sent, however, some accumulation of 
securities in strong investment hands. 
The rather small decrease of the 
savings increments in the first part of 
1924 also suggests the accumulation 
of stocks on the decline by well- 
informed investors through the use of 
some savings deposits. In both of 
these cases the beginning of the drop 
in the net additions to savings is 
coincident with falling or relatively 
low stock prices. 

In the later period the fluctuations 
in the savings increments are more 
violent and in both 1925 and 1928 the 
decline in net additions to savings 
appears only after stock prices have 
already begun to move definitely up- 
ward. Both of these facts serve to 
indicate an increased participation in 
the market on the part of the general 
public. It is significant that in 1925 
there occurred the first popularizations 
of the theory of common stocks as 
long-term investments and that in 


this period the frenzied financing of 
investment trusts was germinating. 
The effects of popular misapprehension 
and misapplication of the common 
stock theory were supplemented, of 
course, by the similar effects of the 
theory of the “new economic era.” 
The culmination of declining annual 


sharp decline for October, 1929, and 


in the actual net withdrawals for the | 
ending in \ thing 
November and December, 1929, marks | that 
the effect of attempts to salvage some- | 


twelve-month periods 


thing from the wreckage of margined 
bets on the illusory new era. 


‘THE extent of the two-year decline 

in savings increments, with its cul- 
mination in actual net withdrawals, 
reveals clearly with what enthusiasm 
the general public was in the market 
and how successfully that public was 
misguided by the prophets who should 
have known better. Although the 
tremendous increase in annual savings 
increments through 1930 and up to 
the present time, undoubtedly results 
in part from the desire of many cor- 
porations to obtain some income from 
surplus funds, secured through — in- 
creases of capital stock in 1929, which 
cannot now be used profitably in their 
businesses and cannot be put out 
advantageously on the call-loan market 
at prevailing low rates, this increase 
in savings deposits certainly reflects 
also the manner in which the public 
has withdrawn from the market. It 
has apparently withdrawn such 4 
long way from the market that it 
would take some time for it to get 


back in, but speculation on the popular 
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SCLEARING HOUSE 


» psychology in matters financial is 
' hardly profitable. 

One conclusion at least seems 
obvious. In order for the next bull 
movement in stocks to cover as much 
ground as did the last, it will appar- 
ently be necessary for the general 





Battle Creek Room,” said a 
friend of the Central National 

Bank and Trust Company of Battle 
Creek as she handed a tattered en- 
velope to one of the officers. “It is a 
letter written in 1845 by Sands 
McCamly, one of the city’s founders, 
to a friend in the East and has been 
lying around for years in an old box. 
Perhaps others would like to see it.” 

In this offhand way another rare 
document of historical interest to the 
community was added to the perma- 
nent collection which this institution 
is making in a specially designed room 
in its new home. 

From all over Battle Creek and the 
surrounding countryside people have 
come bringing interesting documents, 
pictures and relics of the early days 
of the community. As each article 
was received, a story appeared in the 
newspapers about it so that several 
times a week the bank’s name appeared 
in the news columns linked with some- 
thing about the past. Everything 
_ that could be used has been mounted 
or placed on display in glass cases in 
the historical room. 

This “Battle Creek Room” is on 
the main banking floor to the right of 
the lobby of this, the youngest bank in 
Battle Creek. It serves the twofold 
purpose of drawing visitors into the 
bank and definitely tying the bank to 
the past of the com- 
munity. 

In this well lighted 
space, thirty by four- 
teen feet, a visitor 
can sit comfortably 
in one of the deep- 
blue leather chairs 
and see all around 
him reminders of the 
past. On one side is 
the letter mentioned 
above, its worn pieces 
carefully pasted to- 
gether with transpar- 
ent tape and pressed 
between two sheets of 
) glass so that both 
Sides can be read. 
The writer wanted to 
Save paper and post- 


| WOULD like to donate this to the 








public to forget the seriousness of its 
recent burning and once more play 
with fire by throwing its resources 
directly into the market, rather than 
leave those resources for investment 
by the savings banks. If the public 
does not renew its participation in the 


cBy Marcellus Verhoek 


Central National Bank and Trust Company, 
Battle Creek, Michigan 


age so he filled the sheet on both sides 
and then turned the paper to write 
crosswise over the first paragraphs. 
He tells of conditions in the young 
community and of how he bought land 
for $2.00 per acre when he first settled 
there and sold it for $6,000 some ten 
years later. 

To the left on the walnut panelled 
wall the visitor to the room sees a 
display of old guns of every description 
brought by the grandfathers and great- 
grandfathers of present inhabitants. 
In glass cases are the old pictures of 
these early residents with some of the 
wildcat currency they used, their 
school books used in the first school- 
house, the record of the school board 
meetings in one of which they raised 
the teacher’s salary to the munificent 
sum of $1.75 per week. 


"THEN there is an old map of the 

village showing the locations of the 
public buildings of the day, there’s the 
first assessment roll with the names of 
all property owners, there are old 
mortgages, Indian relics, the first 
land abstract of Battle Creek property 
dated in 1841. All of them donated 
or loaned voluntarily by customers 
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stock market in a substantial way, 
there should be for several years to 
come a considerably quieter market 
for stocks than existed in 1928 and 
1929, but a much strengthened market 


for real estate mortgages and corporate 
bonds. 


Jntroducing the Battle Creek Room 


and friends of the bank. Nothing was 
solicited. The news stories brought 
scores of people in with all kinds of 
interesting objects only a part of 
which could be used. 

The room was formally dedicated 
to the people of the community as a 
part of the Centennial celebration of 
the city the first of October. A bronze 
plaque was unveiled by bank officials 
which reads: 





BaTTLE CREEK RooM 
A meeting place for friends of today 
*mid the memories of friends of 
yesterday. 
Opened to the public, 
the Fifth Day of October, 
Nineteen thirty-one. 











Hundreds of people visited the room 
during the city’s Centennial Week and 
every day others come in and want 
to see it. Some one has told them about 
it and they want to see the displays. 

A souvenir booklet is given each 
visitor. In it are reproductions of a 
copy of the first plat of Battle Creek 
in 1836 made from the files in the 
office of the Register of Deeds. The 
text was written by an old resident 
interested in local history. It tells 


of the changes that have taken place 
on the sites which were settled in those 
early days. 


The booklet,“Pioneer 
Days in Old Battle 
Creek”’ with its map, 
key and descrip- 
tions, is being used 
in the Community 
History classes in the 
schools. 

The room, the dis- 
plays and the booklet 
have caused consider- 
able comment and in- 
terest because. of the 
unusualness of the 
idea. From the 
bank’s standpoint 
they have fulfilled 
their purpose in 
drawing people into 
the bank and linking 
the bank’s name with 
a community’s past. 
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rofits in Letters of Credit 


By Daniel D. Denny, Jr. 


Assistant Head, Letters of Credit Department National City Bank of New York 


is, no doubt, taking an inventory 

of the various services which his 
bank has to offer, with a view of 
determining whether or not it is 
possible to derive a greater income 
from the services offered and then 
looking into the advisability of taking 
on some new service or services con- 
sistent with his bank’s policies which 
will produce the desired result. 

The writer feels that if all of those 
who have occasion to sell travel fund 
instruments were to analyze the three 
principal means of providing travel 
funds, a more efficient service could 
be rendered and at the same time 
profits increased. The increase in 
efficiency would result from adapting 
in each case, the particular type of 
credit best suited to the needs of a 
client who might otherwise be using 
some unsatisfactory method of provid- 
ing himself, or, in the case of a busi- 
ness organization, its representatives, 
with funds while traveling. A careful 
analysis should also bring to light new 
outlets for this typeof business. 

Before getting into the subject, a 
brief outline of the history of letters 
of credit will, no doubt, prove in- 
teresting. 

Available records fail to show how, 
when or where the first credit origi- 
nated. In an old writing, however, 
there is a record of Cicero having 
written to his banker, Atticus, on 
January 1, 48 B.C., stating that he, 
Cicero, had in Asia about 2,200,000 
sesterces in local currency, and in- 
structed Atticus to “look after my 
credit by a bill for that sum.” Later 
Cicero had occasion to send Cicero, 
Jr., to Athens and at that time, another 
letter was written to Atticus asking 
that the needs of Cicero, Jr., be taken 
care of by advancing him whatever 
money he would require. 

Another writing dealing with com- 
merce states that King John had 
occasion to send two of his agents to 
Rome where, ordinarily, no business 
could be transacted without money, 
and the king furnished his agents 
with a letter addressed *““To all Mer- 
chants,” whereby he bound himself 
to repay the sums advanced to his 


[i times such as these, every banker 
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agents to the extent of 500 Marks. 
The record goes on to say that on 
more than one occasion King John 
repeated this practice. It is, there- 
fore, an easy matter to stretch the 
imagination to the point where these 
operations might be regarded as the 
origin of Travelers’ Letters of Credit 
and Clean Credits. 

During the latter part of the nine- 
teenth century, one of the leading 
banks in this country issued its first 
Travelers’ Letter of Credit. As every- 
one knows, American banking institu- 
tions have developed this important 
phase of banking to unprecedented 
heights. 

Leading banks now issue only Trav- 
elers’ Circular Letters of Credit under 
which thousands of banks all over the 
world act as paying agents for the 
issuing bank and will advance funds 
to a named beneficiary up to a sum 
stated, within a specific period, under 


the terms and conditions set forth in 
the instrument. It might be well to 
mention at this point that these 
credits are irrevocable. In addition 
to this type of credit being an instru- 
ment under which funds can _ be 
obtained, it is also an introduction 
of the beneficiary by the issuing bank 
to all of the banks which act as its 
paying agents. Because of this, great 
care should be exercised in _ issuing 
Letters of Credit. 

At the moment, of course, the 
United States dollar is in demand 
everywhere and for that reason, the 
vast majority of the credits issued 
at this time are in United States dol- 
lars. However, in normal times, there 
is also a demand for credits in Sterling, 
French Francs, Lira, Pesetas, Argen- 
tine Pesos, Shanghai Dollars, Yen 
and other currencies. 


HESE credits can be issued in favor 

of two persons and in two different 
ways—one which makes it necessary 
for both beneficiaries to apply for 
funds and the other which makes 
funds available to either or both. For 
example: In the former case, the 
credit would be issued “‘“Mr. John Jones 
and Mrs. Mary A. Jones” and in the 
latter, ‘““Mr. John Jones and/or Mrs. 
Mary A. Jones.” 

To obtain funds under a Travelers’ 
Circular Letter of Credit, the benefi- 
ciary merely calls at any of the banks 
named in the list of correspondents 
which accompanies the letter of credit, 
presents the letter of credit together 
with its relative Letter of Indication, 
and advises the bank of the amount 
he wishes to draw. A draft is then 
prepared for the amount desired which 
the beneficiary signs and, if in a 
foreign country, he receives the equiva- 
lent in the currency of the place where 
payment is made at the then current 
buying rate there for sight drafts on 
the point of reimbursement. 

If no restrictive clauses are placed 
on the instrument by the issuing bank 
at the time of issuance, any amount 
up to and including the face amount 
of the credit can be drawn at any time 
during the life of the credit. Needless 
to say, the entire amount of the credit 
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CLEARING HOUSE 





—_—_—S— 
RName of Bank 
Letter of Credit 


1 
| 
No. City, State 
| 





Gentlemen, 


i We beg leave to introduce 
| 
and to commend to your courtesies 








1 — —— — - 
a specimen of whose signature appears in the accompanying Letter of 
Indication. 


Kindly provide___ a with such funds as 
may be required up to an aggregate amount of $ 


acainst______ drafts drawn at sight in United States Dollars on 


ame of Bank on which drafts should be drawn 


We engage that such drafts negotiated by you before the first day 
of - “ will be duly honored. 

The amounts paid must be endorsed upon the Letter of Credit 
and the drafts must state that they are drawn under Letter of Credit 
No. dated 19 _ 

Your charges, if any, are to be paid by the beneficiary 


When exhausted, this Letter of Credit must be canceled and 
teched to the final draft 


Yours respectfully 
ame of Bank 
city stave 


To Messieurs OV ART SONRTORES 
The Bankers mentioned in the 
mpanying list of correspondents FOFWTGI-SIOCA TOE 











Travelers’ Circular Letter of Credit 


need not be availed of at one time but 
may be drawn in various sums and 
at various times. 

The letter of indication previously 
mentioned, is the thing which iden- 
tifies the beneficiary, for it bears his 
signature and usually two _ official 
signatures of the issuing bank. Accord- 
ingly, if the draft which the benefi- 
ciary is asked to sign is signed with a 
signature identical to the one in the 
letter of indication and the signatures 
of the issuing bank can be verified, 
no further identification is required. 
It is understood, of course, that each 
banking institution authorized to act 
in the capacity of a paying agent is 
supplied by the issuing bank with a 
complete set of control documents. 
These documents usually consist of a 
book containing specimen signatures 
of those authorized to sign letters of 
credit on behalf of the issuing bank, 
a specimen of each type of credit 
issued, together with a specimen letter 
of indication, and a complete set of 
instructions relative to the encashment 
of drafts drawn thereunder. Obviously, 
the specimen credits and the specimen 
signatures enable the paying agents 
to determine the genuineness and 
authenticity of any credits, bearing 
the name of the issuing bank, presented 
for encashment. 

Some issuers of letters of credit have 
the beneficiary place his signature on 
the letter of credit instrument instead 
of on a separate letter of indication 
Which is carried apart from the letter 
of credit. In cases where the benefi- 
clary of a letter of credit having a 
Separate letter of indication loses the 
credit, or it is stolen from him, and the 
letter of indication remains in his 
possession, there is far less risk for all 
interested parties than there would be 
lf the beneficiary had had a credit 
bearing his signature. 

At the time of issuance, an expiry 
date should be set which will allow the 


beneficiary ample time to make his 
trip and return. However, if while 
abroad, the beneficiary is delayed 
unexpectedly and the credit expires, 
it is possible to have the expiry 
extended. This is easily accomplished 
by the issuing bank addressing a letter 
on an ordinary letterhead, addressed 
“To the Bankers Mentioned in Our 
Travelers’ Letter of Credit List of 
Correspondents,”’ which informs those 
banks that the time limit within which 
drafts may be drawn under the credit 
referred to has been extended to some 
new date mentioned therein and that 
the issuing bank agrees to honor 
drafts drawn within that period. 
Many are under the impression that 
credits of this type may be increased 
in amount by any bank, upon receipt 
of instructions from the issuing bank, 
by merely placing a notation on the 
instrument to that effect. However, 
the majority of leading issuers prefer 
not to attempt to accomplish this, for 
the reason that they do not ever wish 
to alter the conditions under which 
these credits are originally issued. 





NAME OF BANK, CiTy. STATE 


TO THE CORRESPONDENTS ee 
NAMED HEREIN \DATE, 


THIS SERVES TO INTRODUCE TO You 








THE BEARER OF OUR LETTER OF CREDIT No._____ 
A SPECIMEN OF WHOSE SIGNATURE IS GIVEN BELOW 
NAME OF BANK. CITY. STATE 
ee (OFFICIAL SIGNATURE) SS . | 
SIGNATURE OF BENEFICIARY 





OFFICIAL SIGNATURE) 


THIS LIST SHOULD BE KEPT SEPARATE FROM THE LETTER OF CREDIT 











Letter of Indication 


Furthermore, paying agents of the 
issuing bank, in the absence of any 
instructions from the issuing bank 
to the contrary, might refuse to honor 
a credit so altered. 

If the beneficiary of a credit should, 
at the time of issuance, underestimate 
the amount of money required for a 
trip, or if subsequent developments 
make it necessary for him to have 
additional funds prior to his return, 
there are many ways to provide him 
with whatever funds might be re- 
quired. If the issuing bank main- 
tains a branch, an affiliated banking 
office, or has a correspondent, holding 
a supply of its credits for issuance, 
in the city in which the beneficiary 
is staying at the time the funds are 
required, the issuing bank can, upon 
instructions from its principal, au- 
thorize such branch, affiliate or corre- 
spondent to issue a new credit for the 
desired amount. This can be done 
either by cable or by mail. On 
the other hand, if the beneficiary is 
not in a city where this can be done, 
the nearest branch, affiliate or cor- 
respondent having a supply of credits 
on hand for issuance, could be au- 
thorized to issue a credit and for- 
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ward it to a bank in the city in which 
the beneficiary is staying and the 
credit would be delivered to him by 
the bank through which delivery is 
to be made upon application and 
proper identification. In this case, 
the beneficiary would, of course, be 
advised as to the name of the bank 
where the credit could be obtained. 
In the case where a beneficiary is 
located in a city in which no represent- 
ative of the issuing bank has a supply 
of credits and he cannot wait until 
such time as a credit dispatched from 
the nearest point reaches that city, 
the issuing bank could transfer funds 
by cable. 


[N order to reduce to a minimum 

the risk of all interested parties, the 
beneficiary of a credit which becomes 
either lost or stolen should commu- 
nicate by cable or by wire with the 
issuing bank, in order that caveats 
may be dispatched to all paying agents. 

In, recent years, a prominent issuer 
of Travelers’ Letters of Credit devised 
a means of limiting drawings under 
these credits so that the amount 
available to a beneficiary during cer- 
tain periods cannot exceed stated 
amounts. The periods may be weekly, 
semi-monthly, monthly, quarterly, etc., 
and in addition, such periods may 
be either calendar or-fiscal. Further- 
more, funds may be made available 
on either an accumulative or a non- 
accumulative basis. This is accom- 
plished by placing on the instrument 
at the time of issuance, a limitation 
clause which would accomplish that 
which is desired. In addition to the 
accumulative and non-accumulative 
clauses, there is another type of clause 
which limits drawings on a basis not 
within the scope of either accumulative 
or non-accumulative restrictions. 

The following hypothetical cases 
should assist one to visualize just how 





THIS 1S A CREO OF 
NAME OF BANK 


Dour Bank & Trust Co. 
City, State 


Letter of Credit 
| No. 





ee ee 
Gentlemen, 


We beg leave to introduce 
and to commend to your courtesies 
@ specimen of whose signature appears in the accompanying Letter of 
Indication. 


COPPICIAL SIGNATURED 


Kindly provide with such funds as may 
be required up to an aggregate amount of = $ 


against drafts drawn at sight in United States Dollars on 


ame ot Bank on which drafts should be drawn 
cry STATE 
We engage that such drafts negotiated by you before the first day 
ae es will be duly honored 


issued under our protection and for our account 
(NAME OF BANK? 


The amounts paid must be endorsed upon the Letter of Credit 
and the drafts must state that they are drawn under Letter of Credit 
No. dated a 


COPPICIAL MIGNATURED 


Tins Credit 1s 


Your charges, if any, are to be paid by the beneficiary 


When exhausted, this Letter of Credit must be canceled and 


attached to the final draft 
Yours respectfully 
Dour Bank & Trust Co. 
crry. STATE 
To Messieurs DRT, SONATE, 
The Bankers mentioned in the 


accompanying 1st of coprespondents. Town iaL 








When choosing a correspondent as the 
bank of issue 
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these clauses accomplish a _ desired 
result. If a credit were issued in the 
amount of $1,200 to expire one year 
from date of issuance and drawings 
thereunder limited to $100 per cal- 
endar month on an accumulative 
basis, the beneficiary could not with- 
draw the entire $1,200 in a period less 
than one year. However, if the benefi- 
ciary were to draw less than $100 
during any calendar month, the un- 
availed of portion of the $100 for that 
particular month could be availed 
of at any subsequent time during the 
life of the credit. However, if a credit 
were issued for a like amount and of 
like duration, and payments there- 
under limited to $100 per calendar 
month on a non-accumulative basis, 
it would mean that, as in the former 
case, $1,200 could not be drawn in a 
period less than one year, but if less 
than $100 were drawn during any 
calendar month, the unavailed of 
portion of the $100 for that particular 
month could not be availed of at any 
subsequent time. 


jt is safe to say that these limitation 

clauses have a distinct bearing on the 
increase of Travelers’ Letter of Credit 
business originating with business 
organizations that send representatives 
out on the road. As a matter of fact, 
a great many of the leading business 
houses in this country now provide 
their representatives with two letters 
of credit, one to cover the represent- 
ative’s salary for the period of time 
he expects to be away, and the other 
to cover expenses. It is an easy matter 
to understand that by using the limita- 
tion clauses referred to, a business 
organization can be certain that the 
representative’s drawings will always 
be in accordance with its wishes. This 
is a distinct advantage and it has met 
with widespread favor. In all prob- 
ability, there are a great many busi- 
ness houses that are not aware of the 
foregoing and if bankers were to 
convey this information to them, they 
could develop new business and in- 
crease the present volume of this 
business that originates with names 
already on the books of their banks. 

A Travelers’ Letter of Credit should 
never be issued for an amount less 
than $500 for the reason that, for 
amounts less than that, travelers’ 
checks will serve the purpose. In- 
cidentally, certain issuers of credits 
make a minimum commission charge 
which would in all instances exceed 
the amount of commission which 
would have to be paid for the travelers’ 
checks. 

You, no doubt, will have concluded 
that an issuer of credits has a tremen- 
dous overhead and assumes a certain 
amount of risk. Notwithstanding, 
many of the larger banking institutions 
in this country, realizing that all 





banks were not in position to issue 
their own credits, assumed the task 
of issuing such credits in order not 
only to have the service available to 
their own clients, but also to make it 
possible for their correspondent banks 
to hold a supply of credits on hand 
pending issuance. This enables the 
correspondent bank to offer its clients 
the same service, spot delivery of 
credits, etc., as the issuing bank offers 
its clients. Since all banking institu- 
tions from time to time have occasion 
to obtain these credits for their clients 
and wish to have an efficient service 
rendered to their clients whenever 
they apply for funds at any of the 
paying agents of the issuing bank, 
banks all over the world have co- 
operated with issuing banks by agree- 
ing to serve in the capacity of paying 





December 20, 1951. 


Bank addressed, 
City, 
France. 


Gentlemen: 


You are hereby requested to open a Clean Revocable Credit in 
favor of Mr. John Doe, under which funds are to be available to his at 
your office only and in accordance with the terms and conditions sen- 


Amount- - - ------ U.5.$100.- (One Hundred U.S.Dollars) per calendar 
month, accumlative 
Beneficiary's address - sumber and name of street 


In re: it of your payments you are requested to nego- 
tiate the beneficiary's clean sight drafts on us bearing "Clean Credit 
Mo. 125". 


Kindly acknowledge receipt of this letter. 


Very truly yours, 


Vice-President 











A Clean Credit—on the ordinary letterhead 


agents. Naturally, this operates on 
a reciprocal basis. 

In view of the fact that leading 
issuers of credits gladly divide the 
commission equally with banks that 
direct this type of business to them, 
it is surprising to note the large num- 
ber of banks that issue their own letters 
of credit rather than the credits of a 
leading issuer. This proves surprising 
for the reason that there is certainly 
more profit in issuing some other 
bank’s credit and receiving half of the 
commission net, usually one-fourth 
of one per cent, than there is in receiv- 
ing all of the commission, usually 
one-half of one per cent, gross, out 
of which must be taken the cost of 
the engraved letters of credit, letters 
of indication, lists of correspondents, 
leather wallets in which the letters of 
credit are enclosed, control documents 
to be supplied to all paying agents 
and the additional clerical help needed 
to carry on the business, to say nothing 
of the risk involved. Of course, many 
banks issue their own credits for the 
reason that they believe, and right- 
fully so, that there is a certain amount 


THE BURROUGHS 


of intangible value to having letters 


of credit bearing their name pre. 
sented all over the world. However, |) 
several of the leading issuers of credits | 


have a special form of credit for the 
use of correspondents on which js 
displayed prominently at the top of 
the credit, the name of the selling 


bank. Space is also provided in the| 
lower right corner of the credit for | 


the signatures of the selling bank, 


On the face of the instrument and! 


inconspicuously, of course, appears 


“This credit is issued under our pro- | 
This 3 


tection and for our account.” 
notation is followed by the name of 
the issuing bank and is signed officially, 
This type of credit offers the selling 
bank the same intangible value. 


A BANKER, in choosing a letter of 

credit service to offer to the clients 
of his bank, should, of course, take 
into consideration the fact that when- 
ever the client or, in the case of a busi- 
ness organization, the client’s repre- 
sentative, is traveling, he is entrusted 
to the issuing bank and should, there- 
fore, be certain that the issuing bank 
has proper representation in the terri- 
tory in which the person intends to 
travel, and will receive abroad the 
same unbiased, courteous and _per- 
sonal attention that he receives from 
his banker at home. Naturally, the 
issuer must be an organization inter- 
national in. scope and well known 
throughout the world. 


Clean Credits 


Unlike the Travelers’ Circular Let- 
ter of Credit, under which funds are 
available at thousands of banking 
institutions in all parts of the world, 
the Clean Credit is an arrangement 
which makes it possible for a benefi- 
ciary to obtain funds up to a stated 
sum, within a stated period, at one 
bank and in one city only. In the 
case of these credits, there is no 
instrument issued and the beneficiary 
carries nothing. Quite unlike the 
Circular Letter of Credit, a Clean 
Credit may be established on either 
a revocable or an irrevocable basis. 
Regardless of whether revocable or 
irrevocable, the amount of a clean 
credit may be increased at any 
time. If on a revocable basis, the 
amount of a clean credit may be 
decreased and other conditions modi- 
fied at any time. However, if on an 
irrevocable basis, the amount of 4 
clean credit could not be decreased 
nor could the terms be modified with- 
out the written consent of all interested 
parties and the beneficiary is, of 
course, one of these parties. Pay- 
ments under a credit of this type can 
be limited in the same manner 4s 
they can under a Travelers’ Circulat 
Letter of Credit. These credits are 
established by means of a letter 


(Continued on page 33) 
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CLEARING HOUSE 


The Trust Department’s 
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~ Advertising and New Business 


OT so many years ago the chief 

topic of discussion at trust con- 

ferences was whether it was or 
was not ethical to advertise for and 
solicit trust business. At that time a 
few hardy souls among trust officers in 
some of the larger cities were beginning 
to send out so-called advertising matter 
in the form of booklets. Judged by 
their style and readability, these book- 
lets must have been prepared by a 
Philadelphia lawyer. I doubt whether 
the recipients ever really knew what 
they were about. 

A little later a few of the more daring 
trust companies inserted small cards 
in the newspapers to the effect that 
they were prepared to execute trusts 
and administer estates. Still not even 
a hint to come in and find out what it 
was all about. 

Not until comparatively recently 
did it occur to anyone that trust serv- 
ice could be successfully merchandised 
on a large scale the same as other 
intangibles. Fundamentally, however, 
the principles underlying the selling of 
trust service and the selling of automo- 
biles or life insurance are the same. 
Three preliminary steps are necessary: 
an analysis of the market, an analysis 
of the product, and an analysis of the 
best means of placing the product on 
the market. 

In the first article of this series an 
attempt was made to show the neces- 
Sity for the first two of these analyses 
to the bank contemplating a new trust 


PART IV 


cBy Paul P. Pullen 


Chicago Title and Trust Company, Chicago 


department. Since markets and prod- 
ucts are undergoing constant changes, 
however, it is important to make 
frequent studies of these factors to 
determine the present status and the 
future trend. 

The market for trust service in any 
given city is, of course, the number 
of persons or families in the trading 
area possessing sufficient income or 
accumulated wealth to need this 
service. 

An analysis of the general market 
may be obtained through a comparison 
of the tangible wealth of the commu- 
nity with that of other communities 
of like size having comparable trust 
service. From such indices of wealth 
as the number of income tax returns 
filed, the amount of taxable property, 
the number of automobiles and the 
number of telephones in a _ given 
community, one may ascertain the 
percentage of population or the num- 
ber of families possessing tangible 
assets. Most daily newspapers have 
these figures and are glad to furnish 
them to advertisers. 

The names of individuals who may 
be logical trust prospects can be 
obtained without much effort from a 
number of sources. A few suggestions 
are: 

1—Officials and directors of com- 


mercial and industrial concerns of a 
certain size. 
2—Doctors and dentists. 
3 — Lawyers. 
4 —Insurance underwriters. 
5 —Members of partnerships. 
6 —Officers of close corporations. 
7 —Members of trade associations. 
8 —Large buyers of insurance. 
9 —Contributors to charities. 

10 — Names appearing in social items. 

11 —Travelers. 

12 —Residents of a particular neigh- 
borhood. 

13 —Large taxpayers. 

14 —Beneficiaries of wills. 

The names making up this market 
for trust service will be continually 
changing. Persons will die, move 
away, lose their wealth; others will 
grow up, move in, acquire new wealth. 
The need for a continuous survey will 
be readily apparent. 


HE market will be determined also 

by the size of the city, the proximity 
of trust facilities of other cities, and 
the minimum size of trusts which the 
trust officials determine can be solicited 
and handled at a profit. 

After an analysis of the market has 
been made, the next step is the analysis 
of the product. Corporate trust busi- 
ness can be eliminated almost without 
comment. In the first place the 
possible volume of such business in 
the city of moderate size is very 
limited. If there are any good-sized 
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accounts, these find their way to the 
metropolitan centers—New York and 
Chicago. In the second place you can 
advertise and solicit this class of busi- 
ness till you are poor, but you cannot 
get corporate trust business in the 
same way you can get personal trust 
business. Such of this business as 
can be secured at all will come from 
the large corporations among your 
commercial depositors and from your 
underwriting and bond department 
connections with corporations issuing 
bonds and stocks. 

Personal trust services may be 
considered in the order of their market- 
ability. Everyone of property needs 
a will, and this service can probably 
be sold most rapidly and with the 
greatest ease and the least expense of 
all forms of trust service. The greatest 
sales resistance to naming a trust com- 
pany executor usually is the wife of 
the testator. The opinion is still 
abroad among trust prospects that 
economy and sentiment (if not effi- 
ciency) can be served best by naming 
the wife executrix. 

Ranking second in marketability 
are life insurance trusts. Although 
it probably will not be found profitable 
to accept trusts of less than $20,000 or 
$25,000, many people will be found in 
the list of names given above who 
carry the requisite amount; and since 
it costs the donor nothing to create an 
unfunded insurance trust, this form of 
service is not hard to sell. 

Custodianships and agency accounts, 
due to the fact that their cost is less 
than that of living trusts, probably 
rank third in marketability. It is 
usually necessary to explain carefully 
the difference in scope’ between 
agencies and trusts in order to make 
sure that the prospect fully under- 
stands the distinction. 

Only people of considerable sub- 
stance, who either cannot or do not 
want to look after their own invest- 
ments, are prospects for living trusts. 
The market for irrevocable living 
trusts is correspondingly more limited; 
and in order to sell them in any volume 
it is necessary to show a substantial 
saving in income, estate and inher- 
itance taxes. 


"THESE four forms comprise the chief 

products of trust service. Of course 
there are numerous variations and 
combinations, such as endowment 
trusts, land trusts, fiduciary agent, 
stock liquidation trusts, partnership 
trusts, and others. The wide-awake 
trust officer or new business manager 
will not only keep up to date on new 
developments, but will occasionally 
invent a few forms himself to increase 
the market for his product. 

Once you have made the analyses 
of your market and of your product, 
the next step is to go out after the 





business. This must be accomplished 
through one or more of the following 
methods: 

1 —By rendering superior service to 
produce satisfied customers. 

2—By buying space in local news- 
papers, magazines, and trade publica- 
tions. 

3 —By creating and displaying lobby 
and window exhibits. 

4—By making speeches before clubs 
and organizations. 

5—By publishing material with a 
tangible news value. 

6—By buying space on billboards 
and in street cars and suburban trains. 

7 —By distributing booklets. 

8 —By mailing out a series of letters. 

9 —By personal solicitation. 

These various phases of business 
development may be classified as 
follows: advertising, direct mail solic- 
itation, and personal solicitation. The 
first may be subdivided into: 

1 —Local newspapers of general cir- 
culation. 

2 —Neighborhood newspapers. 

3 —Foreign language newspapers. 

4—Class and trade papers. 

5 —Billboards and outdoor signs. 

6 —Car cards. 

7 — Radio. 

Local newspapers of general circula- 
tion should form the background of 
any advertising campaign. While 
such advertising will not bring in many 
worthwhile inquiries directly, it forms 
a solid foundation of publicity on 
which to build and carry on the work 
of direct mail and personal solicitation. 


"THE use of neighborhood and foreign 

language papers may well be discour- 
aged for the reason that it results in 
almost 100 per cent duplication when 
papers of general circulation are used. 

Trade papers, on the other hand, 
have a distinct usefulness in reaching 
such classes as lawyers, doctors, insur- 
ance underwriters, and real estate 
men, on whom the trust department 
depends for a considerable portion of 
its new business. 

Billboards, outdoor signs, car cards, 
and radio are all open to the same 
objection —waste circulation. For sell- 
ing chewing gum or cigarettes they 
may be ideal, but, obviously, while 
all trust prospects may buy cigarettes, 
not all cigarette users are prospects 
for trust service. 

Many styles of advertising copy are 
in use by trust companies: 

1 — Co-operative. 

2 —Competitive. 

3 — Educational. 

4 —Sensational. 

5 —Pathos. 

6 —Human interest. 

7 — Narrative. 

The first named lends itself well to 
use where there are two or more active 
trust departments in a community and 
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the managements realize that the chief 
job of trust advertising is that of 
educating the public to the use of 
corporate fiduciaries. In the larger 
centers the trust advertising -may be 
said to be largely competitive. 

Until comparatively recently the 
use of pathos in trust advertising was 
predominant —the piece of crepe on 
the door, the widow and children in 
tears, the foreclosed mortgage. Hap- 
pily, this has given place to the more 
educational type of copy. 

If the advertising appropriation for 
your trust department is limited, there 
are a number of syndicated advertising 
services which may be used to good 
advantage. Perhaps the best of these 
is that prepared under the direction of 
the Trust Company Division of the 
American Bankers Association and 
sold to any member bank for $50 a year. 


[F your trust department has $40,- 

000 to $50,000 a year to spend on 
advertising, you can put in your own 
advertising department, hire your own 
advertising counselor as some of the 
largest banks do, and create your own 
advertising material. The trust de- 
partment whose advertising expendi- 
tures are sufficient in amount to justify 
the services of an advertising agency 
will find this agency help well worth 
while. 

The second step in the develop- 
ment of trust business is direct mail 
solicitation. This presupposes a mail- 
ing list, and the work of direct selling 
must start with the preparation of this 
list. The most fertile field for trust 
development is among the bank’s own 
customers, stockholders and directors, 
and these names should be the first 
on the mailing list. The bank’s central 
file must be gone over carefully and 
the names of the largest commercial 
customers, savings depositors, bond 
buyers, and safe deposit box renters 
selected. This will be a large enough 
list to start off your direct mail work. 
From time to time other names may 
be added, such as doctors and dentists 
who are not already bank customers, 
members of partnerships, stockholders 
in close corporations, officers of the 
large local corporations, members of 
prosperous clubs and trade associ- 
ations, contributors to charities. It is 
also well to make up and maintain 
separate mailing lists of lawyers and 
life insurance underwriters to receive 
special letters and advertising matter 
prepared for them. 

The general trust mailing list should 
be carried on cards of convenient size, 
filed alphabetically. Each card should 


be tabbed to indicate that it falls into 
one of three classes: 

1 — Inactive. 

2 —Circularization. 

3 — Active. 

In the “inactive” class will be the 
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names which are being investigated 
and the names which, by reason of their 
existing relations or the small size of 
their estates, were not, at the time they 
were secured, logical prospects, but 
which may later develop into pros- 
pects. 

In the ‘“‘circularization” class will 
be placed all of the names that are 
ripe for mail development. 

In the ‘active’ class will be all 
names that are being solicited per- 
sonally or to which personal letters 
are being written. 

When a response is received from 
any name on the “circularization” 
list, that name should immediately 
be transferred to the “active” list 
and followed personally. 

Frequent mailings are desirable, 
but the frequency varies greatly among 
banks. Some circularize their lists 
every thirty days, others at sixty day 
intervals, and still others at intervals 
of ninety days. 

Next to personal contact in selling, 
there is nothing quite so effective as a 
personal letter; but since personal 
letters are out of the question for use 
with a large list, the next best is a 
carefully processed letter, properly 
filled in, pen-signed, and mailed under 
two cent postage. Many trust com- 
panies that have used letters in their 


direct mail solicitation favor them 
over booklets and mailing pieces; 
others find that a combination of 


letters and booklets is best for their 
purpose. 

It should be remembered that trust 
service is rarely completely sold as a 
result of reading a booklet or a letter. 
Almost of necessity the trust prospect 
must come to the bank for additional 
information, or a representative of the 
trust department must call upon him 
before the business can be secured. 
All that the booklet or the letter can 
hope to do is to secure from the pros- 
pect some evidence of his interest. 

Newspaper advertising furnishes the 
background for trust development; 








of the investment of trust funds, some of the general principles and 
the need for new uniform trust plans for small and medium-sized 


[ This series by Mr. Pullen will conclude next month with a discussion 
trust departments 





direct mail tells the trust story in 
greater detail and produces inquiries; 
but trust service must be finally sold 
through personal contact. This is 
true whether the client is called upon 
at his office by a representative of the 
new business department or whether 
he calls at the bank and interviews 
one of the administrative officers of 
the trust department. 


N small as well as large trust depart- 

ments it has come to be recognized 
that all new business effort may well 
be centralized in a new business depart- 
ment. The organization, of course, 
depends primarily on the size of the 
city in which any particular bank or 
trust company is located. In the 
larger cities —New York, Chicago, Los 
Angeles, Detroit—the individual in 
charge of new business, be he a vice- 
president, an assistant vice-president, 
or the new business manager, is in 
reality a salesmanager. He is respon- 
sible for the activities of the trust 
solicitors. He must co-ordinate their 
activities with those of the advertising 
department and the direct mail efforts. 
He must encourage stockholders, direc- 
tors, officers, and employees to pro- 
duce new business. He must keep 
his unit working harmoniously with all 
the other departments of the bank. 
Trust development work in our largest 
cities is a problem of sales manage- 
ment, of locating prospects, and of 
selling them promptly. It is a prob- 
lem of quantity production. 

In our smallest cities, quite the 
reverse is true. Here the new business 
manager and the administrative offi- 
cers will know personally all of the 
real prospects for trust service. The 
stress and strain of business life are 


not such controlling factors. Business 
moves more slowly. The prospects 
may be encountered on the golf 


course, at the luncheon clubs, at bridge, 
or at evening social functions. The 
problem of selling trust service is an 
individual one —a matter of education, 
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of cultivation, of slow development. 
The number of prospects is limited; 
a single sale looms large; time is not 
such an important element. 

In the great class of moderate-sized 
cities some of the elements of both the 
quantity and the individual production 
enter. The problems of the new busi- 
ness manager are greater. His per- 
sonal contacts will be proportionately 
less than in the smaller cities, and yet 
the uninvited call of the trust solicitor 
will not be accepted with the same 
matter-of-factness that it is in the 
largest cities. Each individual ap- 
proach must be carefully studied; 
education, the traits of the individual 
himself, and the quantity of sales 
effort applied must all be carefully 
blended. 

For the work of trust solicitation a 
particularly high type of individual is 
required. He must possess personality, 
education, inherent ability, and, in 
addition, he must be thoroughly 
trained in the technicalities of wills 
and trusts. A few years ago a special 
committee of the Financial Advertisers 
Association, in seeking to formulate a 
composite opinion as to the qualifica- 
tions of a trust solicitor, said: ‘He 
must be a high grade, well paid, well 
educated, well trained individual, 
ranking: in standing with the officers 
of the institution.” 

Nearly all trust departments started 
out on the theory that their solicitors 
must be experienced attorneys. This 
theory has now been pretty well 
abandoned, I think. While some 
knowledge of law is essential, that in 


(Continued on page 40) 
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The First National Trust and Sav- 
ings Bank, formerly the First 
National Bank, of Santa Barbara, 
celebrated its sixtieth anniversary 
October 26, 1931. The three pic- 
tures on the left reveal something 
of its history in the making. It 
was founded in October, 1871, as 
the First National Gold Bank, the 
upper picture showing its early 
building in 1874 on the same corner 
it has occupied ever since. The 
anniversary display in the lobby 
included the earliest books with 
separate columns for gold and 
currency, then at 88 cents on the 
dollar; also the iron bound chest in 
which gold dust and coin were 
shipped to Wells Fargo by stagecoach 





Christmas in a smart shopping district—the Shaker Heights 

branch of the Guardian Bank of Cleveland—notable for 

decoration inside also in a style corresponding to the style- 
shops surrounding 
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© Ewing Galloway 
In Angora, the new capi- 
tal city of Turkey—the 
Osmanli, or Ottoman Bank, 
more modern than Moslem 
in its architectural lines, is 
part of a fine group of 
government buildings 
banks, embassies and other 
structures 


© International 

Adull-looking plot of ground 
beneath which lies nearly 
30 per cent of the world’s 
gold in possession of the 
Bank of France, the adjoin- 
ing building. The air-pipes 
visible are ventilators for 
the underground vaults 
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Spacious and impressive is the main 
banking room of the new building of 
the Old Merchants National Bank and 
Trust Company, of Battle Creek, 
Michigan. An escalator facilitates 
entrance up from the street level 
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"Reflections of a Bank Director 


OW far should bank directors 
go in initiative toward operating 
a bank? 

This came to me early in my expe- 
rience, on such a board. Usually a 
board listens to the reports of the 
president and acquiesces in his opin- 
ions, endorsing his actions and merely 
being a sort of recording station. But 
it seems to me after many years on 
boards of directors that something 
more is due to the institution. It is 
the job of a director to give earnest 
consideration to every transaction 
and feel that he is personally respon- 
sible for the activities. Then he should 
take the consequences —if he does not 
do so willingly, the law will make him, 
unless he can show that he used his 
best judgment and did not shirk his 
task. 

One of the small industries of our 
county was a creamery, located several 
miles from town in a thrifty neighbor- 
hood. It had gone along for years 
making a superior quality of butter 
and receiving the highest prices for 
its product, all the time earning 10 per 
cent dividends for its stockholders. 
One day its manager came to the bank 
asking for extended credit. 

“We can just as well double our 
output and earn larger returns,” he 
explained. -He was a_ hardworking, 
farmerlike individual and the board 
was inclined to favor him. The 
president remained neutral. 

“Maybe he can manage a larger 


PART II 
By C. M. Harger 


Abilene National Bank, Abilene, Kansas 


concern and maybe not,” he an- 
nounced. “I'll leave it up to you to 
decide.” 

The board approved a loan of 


$10,000 to the corporation — we wanted 
to help the dairy industry —and the 
plant was doubled in capacity. But 
it was difficult to obtain enough milk 
to operate the larger equipment. All 
over the section creamery properties 
were being combined into large systems 
—this was about the only independent 
left. Its market lessened, and finally 
the manager disappeared, taking with 
him all the cash on hand. The bank 
was the largest creditor and after 
cleaning up the mess, we had a loss of 
$2,500 which was less than we 
expected. 

The board was clearly responsible. 
One member timidly remarked that 
we ought to assess ourselves and pay 
the deficit but no one responded. 
Then another member spoke up: 

‘*‘Anyhow this is what we should do. 
You know Mrs. Watkins, widow of 
the rural mail carrier who died two 
years ago? She put all she had left 
out of his life insurance into stock in 
this creamery. Somehow she thought 
this bank was back of it. I move that 
we dig down and put up $100 each and 
pay her back what she has lost —$700 
will just do it.” 


We did—and that hundred dollar 
lesson was one that came hard in those 
days but it was worth it. Never 
again did I assume that I knew all 
about a financial proposition or 
approve one on sentiment. 

It taught me another thing that 
was to help me in after years. This 
was that in any gathering, whether a 
board conference or a public meeting, 
the person who speaks up first in a 
firm tone of voice and puts a clear, 
definite proposition, usually carries 
his point. 

After this session one of the mem- 
bers remarked, “I had a good notion 
to object to that Watkins contribu- 
tion—we are under no obligation to 
do that.” 

“Well, why didn’t you?” 

“Don’t know —scared I guess, but 
I wish I had opposed it.” 


Mest persons dislike to have their 

ideas refuted in the presence of 
others in a formal gathering. Frequently 
on a board of any kind, one man domi- 
nates because he is pugnacious and 
fearless. If he does not think straight, 
he is dangerous. I learned never to 
let a statement go unchallenged on 
which I had doubts—it saved my 
self-respect and enabled me to give 
the bank a better service. 

Along this line was a statement 
made to us one day that also impressed 
me. The president had been going 
through a particularly trying time, 
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due to crop failures and some business 
collapses. He addressed the board 
seriously : 

“Sometimes I feel that you are not 
giving to this bank the service you 
ought,” he declared. ‘“‘You come to 
meetings and listen to my reports and 
make no comment. You seem to 
assume that what the active officers 
do is right and you have no obligation 
or power to add anything to what 
information we have. Here in this 
box,” pointing to a tin receptacle in 
which was kept the notes, “is all we 
have. The building, the safe and the 
figures in advertising or in statements 
do not mean a thing. The bank con- 
sists of this little box. If the paper in 
it is good, the bank is good; if it is 
valueless, the bank is done. Your job 
is to help keep the contents of this 
box good.”’ 

Into the bank came one day the 
president of a little country bank and 
I asked him how he managed his board 
of directors—apparently I was a 
most annoying director with an over- 
developed bump of inquiry. 

“Don’t manage ’em,”’ was his laconic 
response. “They never show up 
except once a year when we have the 
annual meeting —and not always then. 
Naturally I get little help from the 
board and maybe that is one reason 
why the bank is not doing better. 
Seems to me the man who takes a 
place as a director ought to have 
enough pride in his position to give it 
attention.” 


NE day we talked it over in a 

board meeting. Checking up, we 
jound that we had done little to help. 
Generally the directors in a meeting 
feel that the officers know all there is 
to know and are diffident about offering 
suggestions. They may have a hunch 
that some customer who proposes to 
borrow of the bank is shaky as a 
fmancial risk but when the matter 
comes to a decision, they assume that 
the officers know all about it and 
hesitate to volunteer comment. So, 





as I said, the best thing a director can 
do to help is to speak up —tell what 
he knows and assist the management 
in keeping the contents of “that little 
tin box”’ sound. 

The second year I was on the board 
we came to the annual meeting with 
too little earnings to pay the regular 
dividend that had been customary for 
a dozen years. Gradually the expenses 
had grown until they had eaten up 
the income and the president put it 
squarely before the board. 

“Either we must earn more money 
or spend less,” he announced. “I do 
not see how we can spend less, but we 
mizht institute a service charge and 
earn more.” 


‘*“And lose a lot of business,” spoke 
up one director. 
“Lose some, yes, but not very 


valuable business if it costs us money.” 

So we finally decided to go ahead 
even though the other bank of town 
might not accompany us. To get the 
other bank to join the plan was no 
easy task and it was a part of the 
directors’ job to put it over. We 
visited with the directors of the rival 
institution, convinced them and finally 
both banks signed a joint advertise- 
ment telling of service charges. Right 
here I learned another lesson in co- 
operation. 

In our town, as in others, the banks 
are harassed to take advertising in 
programs of the Sons and Daughters 
of I Will Arise and other lodges, of 
women’s clubs, of the county fair and 
a dozen other activities. The banks 
were made rivals in taking space and 
it was costing us+-more money than 
we felt we could afford, but how to 
avoid it without causing hard feelings 
and criticism was a problem. Finally 
the board went into a huddle and 
decided again to call into the con- 
ference the board of the rival bank. 
This was the second time both groups 
had talked over things together and 
it was even a more pleasant parley 
than the first. We decided to take 


such space as the two presidents agreed 
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on and sign the names of both banks 
to a simple announcement that we 
were there to serve the whole com- 
munity. The town received a most 
helpful impression of the united spirit 
of the banks and this plan has been 
followed since. Out of this meeting 
came others that established other 
expense-saving changes, also bring- 
ing about a finer feeling between the 
institutions and benefiting both. 


BOUT this time we discontinued ad- 

vertising on billboards. When the 
automobile came in, the bank spent 
$2,000 erecting metal signs on prin- 
cipal roads for forty miles around, 
pointing out that it was ‘“‘—— Miles 
to The Friendly Bank.” Driving out 
through the country, I noticed that 
about half of the signs had been used 
for targets by boys practicing marks- 
manship on their hunting trips. Others 
were bent and rusty. As a whole they 
presented a sorry appearance. Also 
there had been erected billboards 
with signs filled with figures as to our 
resources and deposits and inviting 
the public to patronize the Center 
State. Passing one at twenty-five 
miles an hour, I found that neither I 
or the passengers in the car could read 
more than a few words—and also 
buckshot marks indicated that these, 
too, were good marks for sportsmen. 
So we abandoned all this and confined 
our advertising to the local newspaper 
and such combined announcements 
as I have referred to above. We saved 
several hundred dollars annually and 
secured better results. 

While, of course, our principal func- 
tion was to lay out policies—at least 
theoretically —we did come against 
some vexing problems in the board 
meetings. 

Ours was a farming country, settled 


long before. Sons had _ succeeded 
fathers on the farmsteads. Hiland 


Mason was a pioneer. His farm up 
in the Candy Creek was well improved 
and he had raised a family, including 
one son who stayed on the farm. 


(Continued on page 35) 
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ECENTLY I asked a bank officer 
R what the policy of his bank was 

toward the honest but not very 
solvent customer who wished to have 
his notes and drafts receivable dis- 
counted by the bank. I put my ques- 
tion in this form: 

“Suppose your customer, whose rat- 
ing is almost nothing and who has 
been impoverished by the depressed 
state of his business, should secure a 
fine big order, let’s say that the buyer 
is the United States Steel Company. 
This large company, knowing that 
the small manufacturer is hard pressed 
for payroll cash, agrees to become 
acceptors on a trade acceptance for 
him. Would you discount this paper 
for your customer, knowing his finan- 
cial condition?” 

*“*Yes, I believe I 





cBy G. L. Cranton 
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used for years. It is held negotiable 
in most states but the courts of Florida 
say —as do the courts of Texas —‘‘No.” 
I quote the words of the Texas judge: 
““A negotiable instrument has been 
called a courier without luggage, 
whose face is its passport. This meta- 
phor does not fit this instrument for 
by its express terms it bears a burden 
that must be sought beyond the four 
corners of the instrument.” He reasons 
that the obligation of the acceptor 
must arise out of the instrument he 
has signed, not out of the contract of 
sale, invoice or other document. Cali- 
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fornia and Iowa have also recorded 
similar decisions but not entirely on 
that first sentence. These cases em- 
phasized the faulty structure of the 
second sentence, Form 2. Form 
number three is dangerous anywhere 
as it qualifies the instrument and 
refers to a certain invoice whose terms 
are insinuated into the transaction, 
Maryland courts recently considered 
this expression “‘As per’ and decided 
that it destroyed negotiability. In 
that case, the instrument recited that 

it would be paid as per contract. 
Lack of negotiability causes a bank 
or other holder to lose their position 
as “HOLDERS IN DUE COURSE” 
and frequently enables the acceptor to 
win the case in subsequent collection 
litigation. Thus, suppose 
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would,” said the banker. 
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He went on to say that oe 3 Se CPricape, 20h,, Sept 3S 03: 2980S 
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as this banker would do. 





drawn on Form 1, 2 or 3. 
It is accepted payable at 
a bank in Florida. At 
maturity the acceptor dis- 

















honors it, claiming fraud 
or failure to perform by 
the seller (your customer 
and the endorser on the 
instrument). If you can 
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secure a judgment against 








ceivables where the en- 
dorsing customer is not the 














the acceptor, you will get 
every penny due you, as 
the acceptor is abundantly 
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) instrument loses the case for you. has made it payable at a Boston bank liable as endorser. Anyway it won’t 
| The foregoing illustration applies (Boston and Cambridge adjoin). At happen if correct Form 5 is used, as 
to Form 1 or to Form 2 or 3. Now maturity the acceptor is insolvent and this form contains a waiver permitting 
Y inspect Form 4. This form does not dishonors the acceptance. Can you variation of place of payment. 
suffer from lack of negotiability. Itis collect from your customer, the en- It has been my privilege to call upon 
perfect in that respect. The weakness dorser? Not if he has a good lawyer. most of the banks in twenty eastern 
of this form is lack of elasticity as it Why? Under section 140-142 of the states. If I were to hazard a guess I 
eq | must be accepted payable in the city Uniform Negotiable Instrument Act, would say at least 50 per cent of all 
on | or town given as the abode of the a variation of the drawer’s contract banks in these states were using one 
m. | drawee. It carries a warning so con- releases all parties secondarily liable of the incorrect forms shown as regular 
he | cealed that most banks don’t even on trade acceptance, bill of exchange equipment in their stock rooms. 
‘m {| think of it. The following example or draft (drawer and endorsers). The With the revival of buying we will 
.re | shows how it may cause a loss. Your instrument was addressed to a drawee face a condition wherein the lack of 
nd | very good customer, Mr. Adams, in Cambridge and you or your agent cash will force a great deal of paper 
ms | borrows a_ trade into the lanes of com- 
yn, | acceptance from you. merce. Banks as 
eq | It happens to be TRADE| ACCEPTANCE leaders of correct busi- 
ed | Form 4, or for that a. ness practice in their 
In | matter Form 1, 2 or es - | | presen communities will be 
iat | 3. Mr. Adams fills = -_ anxious to ring the 
the instrument in ad- Pay to the order of |, — t death knell on incor- 
nk | dressing it to Central = E > em : —t— —|——-- - Dollars rect forms as custom- 
ion Manufacturing Com- drawer. Th Tony ccerel fui ronan: i hen nn Ro ers copy these forms 
EX | pany, Cambridge, States which fuch dtawee shay tt for use in their busi- 
to | Mass. He then ex- To [ E Aid ness, assuming they 
ion | Plains that he is leav- . . | are correct because 
ose | ing town for a month ‘ns : 4 " their bank uses them. 
em | and requests permis- _- : Legal data regard- 
3 — sion to endorse the eee ing the foregoing 
at | trade acceptance at sactieiliescinauianintaicniimaael article may be found 
At | once and have you forward it to Cam- permitted him to accept it payable in the following: Volume 88 Florida 
jis- | bridge for acceptance and credit his in Boston. You can’t take action reports, page 526; volume 233 North- 
ud | account with the proceeds when itisre- against the correspondent that pro- western reports, page 103 (an Iowa 
by | turned properly accepted. As hiscredit cured the acceptance, as you ratified Case); volume 124 Atlantic reports, 
ner | is excellent, you consent. You will this wrong act when you made no_ page 891 (a Maryland case); volume 
the | probably mail this item through vari- complaint upon the return of the com- 291 Southwest reports, page 1084 
‘an | OUS correspondents for acceptance. pleted instrument. If your customer (a Texas Case); volume 269 Pacific re- 
nst | In due time it is returned accepted by had endorsed after acceptance, he ports, page 620 (a California Case). 
get | the duly appointed officer of the Cen- would also have ratified the wrong For a general discussion of the subject 
gs | tral Manufacturing Company. He act and would have therefore been volume 3 Ruling case laws page 883. 
tly | 
2 a 
our 
= ey. ° 
“| °four Ideas for a Trust Mailing List 
ep- 
uch 
bes Its Productiveness Depends on Its Accuracy 
and 
the HE mailing list of prospective , 3—Submit a true copy of the trust 
ito} customers for a trust department cBy Harry B. Winsor mailing list to the local post office every 
the } is one of the most valuable assets for six months. The postmaster in each 
the | future business which that department community is required by post office 
his } can possess. Its productiveness, how- 2—Add the names of clergymen and_ regulation to check any mailing list for 
1ey ever, lies in its accuracy. Here arefour vestrymen, particularly of the Episcopal inaccuracy in address, inaccuracy in 
1ael Suggestions that might well be posted Church. There is an instruction in the initials and other changes such as 
rees in large type to be constantly before Book of Common Prayer used by the removals from the city. The charge 
orm the eyes of the individual responsible Episcopal Church directing a clergy- for this work is at the rate of 65 cents 
) all for maintaining the trust list. man to ask a sick person, upon whom per hour. 
tor 1 —Add to the list the name of every he calls, whether his affairs are in 4—Check all names against the death 
ay- groom whose wedding ceremony, as re- order and if his will has been made. notices published in local newspapers. 
, on ported in the society columns, indicates The clergy should be familiar with the Many times trust mailing lists contain 
just wealth. It is not too early to begin to trust department functions and should the names of persons well along in 
nsel educate a man concerning a trust de- be sold on the idea of corporate exec- years. To check deaths reported in the 
was partment’s facilities when he has first utorship for estates. The vestrymen daily papers against a mailing list re- 
you acquired the responsibility of a wife. of the church are those who feel the quires only a few moments, but the 
our- By using a little judgment in the selec- greatest financial responsibility and, saving in postage and material as well 
the ion of names from the society columns, therefore, are logical prospects for as labor, will more than pay for this 
etly Only those people who have or will trust services in order that they may effort by removing from the list at 
are- have property worth while to the trust make provision in their wills for their once the names of any persons who 
The department, can be added to the list. churches as well as for their families. have passed away. 
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Clinton DeWitt, “This book on 

Coins and How to Know Them 
says the world’s first pound was made 
in Rome about B. C. 335.” 

“Didn’t know they had dogs in 
those days,’ muttered the _ bread- 
winner, hidden behind the day’s market 
quotations. 

“Just look at these pictures, John,” 
she went on, entirely oblivious to his 
attempt at humor. “It says they 
called these heavy bronze cast pieces 
the Libras As, aes grave.” She thrust 
the book between John and his paper. 
“It says the weight of the Roman 
bronze of this issue was based on the 
Osco-Latin pound of twelve ounces, 
brought to Italy by the Phoeaeans.” 

John glanced at the illustrations. 
“Well,” he concluded, “I can’t see how 
anything in that book is going to help 
get back the pounds I’ve lost worrying 
about the market.” 

Mrs. DeWitt did not answer. In- 
stead, she sat her plump form up very 
straight and revelled in a reproduction 
of a bronze As (twelve ounces), on one 
side the Head of Janus and on the 
reverse the prow of a ship and value 
mark “I”. Other coins pictured on the 
plate were the early fish-bone money 
of North Middle Italy; a Semis, 300 
B. C., weighing six ounces with a bull’s 
head; a triens, four ounces, same date, 
Head of Minerva; Quadrans, three 
ounces, Head of Hercules; Sextans, 
two ounces, Mercury; and Uncia, one 
ounce, Bellona. Quietly Mrs. DeWitt 
penetrated further into the entrancing 
depths of the book. 

Suddenly, when John had only 
reached the curb prices, she looked up 
and announced: “I’m going to Rome!” 

Financial columns collapsed and 
John erected himself with surprising 
energy. ““‘Why, Mary,” he managed, 
““you must be — —”’ 

“No, I’m not joking,” she assured 
him. “I’ve been thinking about this for 
some time. I’ve decided the numis- 
matic collection in our public library 
isn’t complete without some of this old 
Roman money!” 

“But Mary —”’ 

“Don’t ‘but’ me! You are always 
gadding off to a broker’s convention. 
It seems to me you would be glad to 
see me go.” 


‘Te declare!’ burst out Mrs. John 








The Coliseum seen through the arch of Titus 


“But Mary, I can’t lay off now and 
take you to Europe and I’m certainly 
not going to let you run over there all 
alone. The fact is that just now I’m 
worried about general conditions and 
what’s more —”’ 

Six months later a plump little lady, 
with a healthy tan, stood before an 
audience in the auditorium of the 
Public Library, Hollywood. The spec- 
tators listened intently. 

“The Saturnalia,” she said, “‘was an 
ancient Roman festival held on the 
seventeenth day of December to cele- 
brate the completion of the winter 
sowing. On that day huge sums of 
money were taken from the Temple of 
Saturn (*) and given as prizes to the 
outstanding athletes, artists, sculptors, 
orators and singers. 

‘In the square in front of the Temple 
are gathered 12,000 spectators to 
witness the early morning first-day- 
sacrifice of 300 pigs. Looking down 
on this moving sea of faces, one may 
classify those present by their head 
dress. Senators, right arms free from 
loose flowing robes, wearing the Toga 
Picta (7); students elbow their way 
to the front, their togas artificially 
chalked white. Then there are boys in 
groups and unmarried girls with purple 
bordered caps —praetexta. Even slaves 
mingle in this assembly and later in the 
day will be served at the festive board 
by their masters. Thus Rome cele- 
brates good fortune. For seven days 
the most humble may occupy the 
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coveted throne of luxury and promi- 
nence. Liberty and union, the two 
forces underlying the marvelous growth 
of this city on the banks of the Tiber, 
rule supreme. 

‘Now, the sacrifice finished, crowds 
march through the gayly draped 
streets chanting ‘Io Saturnalia.” Wax 
tapers, little clay and pastry images 
(the sigillaria) are presented as gifts to 
those of lower rank. While hilarity 
reigns in the cobble-stoned by-ways, 
rich banquets are spread behind mas- 
sive walls of the better houses higher 
up. Courts and schools are closed and 
all military operations are suspended 
so that the soldiers—See! There’s a 
group of them below us there in the 
shadows of the Temple walls, singing 
coarse songs to the little group of 
maidens—may join in these days of 
thanksgiving. 

**At three o’clock each afternoon the 
rumble of gold and green chariots and 
the clatter of many hoofs is heard. The 
daily period of worship and offering is 
about to begin at the Temple of 
Saturn. All ranks are gathering, some 
trudging slowly to be passed unnoticed 
by cushioned, canopied, four-posted 
carts wherein richly clad women re- 
cline in indolence, while black slaves 
hold in tight rein double teams of black 
geldings. Before the steps of the 
ornate and pillared Temple all kneel 
with heads bare, according to the 
Greek rite. For Saturn was identified 
with Greek Cronos. 

“A Senator is speaking. ‘Praises be 
to Saturn,’ he is chanting. ‘Saturn 
who was ancient King of Latium; 
Saturn who was welcomed to Rome by 
the Italian God Janus; Saturn who has 
blessed us and helped us to victory; 
let us name towns and mountains 
after him; let us place the double-face 
of Janus on our coins. Janus knows of 
the future as well as the past.’ (f) 

“Very real to this populace of sturdy 
men and robust women are_ these 
legends. The very foundation of Rome 





(*) The Temple of Saturn, erected 497 B.C. at the 
foot of the Capitol Hill, was the Treasury Building of 
Ancient Rome. Destroyed by fire, it was restor 
about 44 B.C. Eight of its columns still form one of 
the conspicuous monuments of The Forum. In addition 
to its use for storage of money, it was a place of worship. 

(+) These ornamented Togas were worn only by 
officials of high rank. ; 

(t) See illustration of Janus coin with two faces. 
Certain authorities believe Janus was represented with 
two faces because of the alliance between the Romans 
and the Sabines. 
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Greece minted beautiful coins 
long before these people struck their 
crude medallions. Grecian mints had 
silver and gold weight standards long 
before Rome cast her ponderous cur- 
rency of as or aes, originally of twelve 
ounces. Under the new constitution of 
Servius Tullius, B. C. 578, all citizens 
were classified according to. their 
wealth, and wealth was measured by 
the number of bronze asses they could 
bring from their storehouse. Although 
the government employed expert 
money-makers, presumably adept at 
mixing alloys of certain fineness, of 
which bronze asses were coined, still 
the public refused to accept them in 
exchange for commodities until weighed 
or taled. Each butcher, baker, wan- 
dering merchant, or trader, kept a good 
pair of balance scales handy. Not only 
did the butcher weigh out the cus- 
tomer’s steak carefully, but he also 
weighed in the customer’s money to 
make sure the bronze pieces had not 
been illegally made of light metal or 
worn sufficiently to lose metallic value. 

“It would seem that early Romans 
did not place great value upon their 
government’s stamp on _ currency. 
Rather they hoarded these cumbersome 
pieces because of intrinsic value, stack- 
ing them carefully in stone jars, and then 
stacking jar upon jar in convenient 
basements, or secret vaults, very much 
as our grandmothers stored jars of 
canned fruit for the winter months. 

“Certain citizens, because of crowded 
conditions, or a trade that took them 
from town to town, could not safely 
stack their savings in private nooks. 
Others attained wealth suddenly in 
various ways. It is here that history 
reveals the world’s first demand for 
safety boxes. Soon the Treasury Build- 
ing met this need by offering co-opera- 
tive space for private storage of money. 

“Citizens were given the opportunity 
to rent space where their jars of bronze 
might be deposited and continuously 
guarded by armed troops. Each indi- 
vidual upon renting such space was 
given a special password known only 
to him and the treasurer or other rank- 
ing officers. The State, recognizing its 
responsibility, required that all funds 
so deposited be in iron chests or stone 
or clay jars and that such containers be 
sealed with the private seal or the 
thumb mark of the customer. No 
loose packages of any kind were 
accepted. Upon failure of any space- 
holder to pay the rent, the amount 
past due was, after six months, taken 
from his wealth. It is interesting to 
attempt to estimate the total wealth so 
deposited in the Temple of Saturn. 
Certain we may be that huge sums 
Tested there, because it is said the 
practice was ultimately discontinued 
because of lack of space. 





Courtesy Boston Museum of Fine Arts 


Roman Bronze As, 350 B. C., Janus Head, and the 
reverse of it (left), Prow of ship 


“It was not until three centuries be- 
fore the Christian era, while the Third 
Samnite War was raging, that silver 
coins appeared. They were first 
minted at Campania for the payment 
of troops. It has always been a ques- 
tion how soldiers on the march, heavily 
laden with blanket-roll, cast-armor, 
helmet, javelins and other war-time 
necessities, could or would carry an 
added weight of five, ten, or more 
pounds in huge bronze coins. It is no 
wonder troops were among the first to 
clamor for a lighter money —to cast 
bronze asses to the wind and to accept 
the new silver didrachms with ban- 
quets and rejoicing. The new pieces 
had the head of Hercules on the obverse 
and on the reverse a representation of 
Remus and Romulus, the legendary 
founders of the City. The name 
‘Romano’ appears under these figures. 

‘Coins of the Republic bore the head 
of some deity until the Senate author- 
ized the portrait of Julius Caesar be 
placed upon them in his honor. After 
that die-sinkers attempted many por- 
traits, and while Rome became incom- 
parably greater than any nation the 
world had ever known, hundreds of 











Photographs from the collection of Howard Wright Haines 


1 and 2: Latium and Campania, 335-300 B. C. 
3: Semis, Bull’s Head, about 300 B.C. 

4: Triens, Head of Minerva, about 300 B. C. 

5: Middle Italy, Campania. 

6: North Middle Italy, Fish-bone Pattern. 


Twenty-five 


family coins appeared, mainly of silver, 
and were carried to many nations. 
Most of these coins had the name in 
full of the family which issued them, 
prefixed by the initials of their first 
names. Some outstanding event in the 
lives or the history of the families was 
often placed in emblematic form on 
these types. In the year B. C. 104 the 
name ‘Roma’ disappeared from coins. 
Its name was replaced by various 
deities, such as Apollo, Saturn, Vulcan 
and Hercules. There was a great irreg- 
ularity of type and also size in these 
issues. The Julia family minted a 
particularly interesting series of coins 
at this time. 

‘*‘Soon Roman metal workers were to 
learn how to mix tin and copper, so as 
to produce the famous large brass 
coins, some of which comprise the 
coins of the Twelve Great Caesars. 
These issues were to preserve historical 
dates, faces and facts, and were, in 
artistic beauty, almost a match for 
early Grecian engravers. All in all, 
Greece may have excelled slightly in 
artistic touch, but Rome finally at- 
tained good money that held its value 
and was widely accepted.” 


THT talk made a good impression 

on movie-folk and Hollywooders in 
general. It may be that Mrs. DeWitt 
waxed eloquent because of her unusual 
interest in money. Anyhow, a reporter 
who happened to be there—a habit 
common to the species—gave Mrs. 
DW a prominent feature story in the 
Los Angeles Times. Then some one 
asked her to talk in San Francisco, 
and so it all started. 

Now she is writing a book of her own 
and lecturing at a state university on 
the subject of money as related to 
history. You or your youngsters might 
run in on her some day. If you do 
you'll probably find John puttering 
around pasting labels on bronze asses. 

“Oh yeah,” he’ll say, “I usta waste a 
lot of dough messing around in the 
market before it evaporated.”” Then 
he’ll run his hands down in his pockets, 
draw down the corners of his mouth 
very slightly, and peer over his glasses 
at Mary, who by the far window is 
writing a lecture. Then he’ll smile, 
“Sometimes I think I ought to go back 
in the brokerage game instead of just 
bein’ her secretary.’’ As he rambles on 
he’ll smear some paste on a cardboard 
and slap on a label, “but what’s the 
use? —There’s more pounds here, as 
they’d say in London, than there is on 
Wall Street.”” Now he has the display 
all labeled and the coins wired in 
place. He’ll survey it carefully and his 
eye will light with a twinkle on an 
ancient Roman As. ‘You know,” 
he’ll smile, “‘when you play the market 
you just think you’re makin’ money, 
but down here you’ve actually got it — 
got it by the pound!” 
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“Cp Jhen Independent Goes Branch 


cussions of the past few years in 

relation to branch banking, there 
is one thought that continually recurs. 
Is the independent banker, we are 
asked, to be abolished and in his place 
are we to see some much smaller and 
less desirable person, who, before he 
can make a loan or decide any serious 
matter, must consult with his supe- 
riors? This idea, expressed openly, or 
tacitly acknowledged, has colored much 
of the discussion from both sides. With- 
out taking any position for or against 
the general.desirability, or otherwise, of 
branch banking, it may be possible to 
assemble some recent impressions that 
have a bearing on this phase of the 
subject. 

A very influential California banker 
was recently asked to speak before a 
group meeting of the local state bankers 
association. He assented but qualified 
his assent with some question as to the 
usefulness of the group meetings, say- 
ing that as about half the bankers 
who would be present were managers 
of branch banks, they were without 
authority, and he could not see any 
particular use of his giving them the 
benefit of his experience. However, 
he attended the group and gave a most 
excellent talk, which was followed by a 
general discussion. He was most /a- 
vorably impressed with the general 
character and progressive spirit of the 
gathering and afterwards was quite 


I the endless, and often heated dis- 


ly Hy. W. Sanders 


willing to retract his former remarks. 
Yet the fact that he should have had 
that reaction was of itself significant. 

Another banker had sold his bank 
to a large branch banking organization, 
and shortly afterwards met a friend 
who asked him how he liked his new 
connection. He replied somewhat to 
this effect: “Itis fine. I have nothing 
at all to worry about. If a man comes 
in for a loan, I feel no obligation to 
make it for him. If a loan goes bad, 
it is not my worry. If any problem 
arises, I just refer it to head office.” 


HIS man had carried with him into 

the large organization the ideas about 
branch banking he had formed when 
an independent, and really believed 
that he could function successfully as 
a branch manager by casting all care 
upon the officials of his central office. 
He was much chagrined when, on the 
expiration of his contract, he was dis- 
charged, and he told his friends that 
the reason why they had let him go 
was that they “‘wanted to put a 
cheaper man in his place.” 

Just by way of contrast to this, here 
is what another branch manager did. 
He was an ex-independent, in the same 
system, and knew his own community 
as well as any banker can. At a time 
when call money was ranging around 


10 per cent and there was a general 
tendency for rates to stiffen, this man 
drove to the city where his head office 
was located and prepared to “put up 
a fight’’ to get a customer a substantial 
sum at 6 per cent. There was quite a 
discussion as the officers at the head 
office did not feel that any new line 
should be extended at so low a rate. 
However, the country manager insisted 
—he pointed out that the property sub- 
mitted as security had been appraised 
by the bank at more than three times 
the amount of the proposed loan, that 
his customer had always maintained 
good balances and worked for the bank 
to bring in new customers, that the 
customer was an influential man in the 
community and controlled other valu- 
able collateral business. He carried 
his point and got his loan approved. 
In discussing the matter he said: “I 
feel just exactly the same responsibility 
to my community that I did when | 
was president of the bank. I am sure 
that I know more about the commvu- 
nity than the officers at head office can 
possibly do, and I am prepared to go 
to bat with them at any time.” 


"THERE are not wanting instances 

where banks have made the attempt 
in building up a system of branches, to 
save money by placing them in the 
charge of men who have not the expe- 
rience or authority to discharge the 
The results 


functions of a banker. 
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have been twofold —the first being a 


| greatly increased cost of branch super- 


vision to prevent these inexperienced 
managers from “handing out the sur- 
plus” to the public, and the second an 
increase in the credit losses, and even 
in losses attributable to defalcation. 


IN the last analysis the banker, 
whether branch banker or unit banker, 
must discharge much the same func- 
tions in the community. In California 
they exist side by side and co-operate 
as bankers must always do in the 
same community. If any head office 
attempted to make all the decisions for 
its branch managers, the entire organi- 
zation would soon come to a standstill. 
Banking always needs judgment and 
discretion, as well as a knowledge of 
all the facts in any given case. To 
transmit these facts and circumstances 
in written form to a distant head office 
and then expect wise and timely judg- 
ments to be rendered, is an impossible 
program. 

Very few men have the ability to 
present an adequate picture of a local 
situation in writing, and those who 
have would find the labor of doing so 
a serious drain on their time. The 
perusal of so many lengthy reports at 
head offices, and the need for reason- 
able promptness in disposing of them, 
would be an intolerable burden upon 
any bank. 

Let us take a look, for a moment, at 
another country where there is a longer 
perspective of branch banking. If one 
goes into the branch of an English bank 
in one of their great cities, one finds 
men who in point of practical banking 
experience and seasoned judgment 
compare with the presidents and vice- 
presidents to be found in our own city 
banking institutions. They have some- 
what the same background of many 
years of service, and the legal and tech- 
nical knowledge necessary for the 


As 


Sweep away the gains of most of the 
few who have thus far profited by the 
price decline. 

_ Although our survey has been hasty, 
it has now covered most of the people 
of the nation, yet it has revealed 
surprisingly few to whom the slump 
in the price level has brought gains 
greater than losses. A fact which 
partly explains this situation is that 
individuals who are merely recipients 
of “fixed” incomes are comparatively 
rare, for most persons having such in- 
comes also own stocks, real estate, or 
other tangible property. What is 
gained from falling prices of goods 
purchased is lost from falling prices of 
goods sold. Furthermore, any drastic 


proper discharge of safe banking func- 
tions. 

When a customer goes in to one of 
these officers to discuss a loan, the 
question of his authority to make it 
seldom arises. He has been there long 
enough to know just about what the 
bank can, or cannot, safely do in the 
way of loaning. He knows what secu- 
rities will be acceptable as collateral. 
He knows the local situation just as 
well as any American banker knows his 
local background. The result is that 
usually he can make a decision that 
sticks, even though he may safeguard 
hinself by saying that it is subject to 
the approval of his head office.. About 
the only thing that may occur to cause 
the head office to reject his recom- 
mendations is some larger considera- 
tion that might be unknown to him — 
as for example some world develop- 
ment in a particular commodity that 
might make it necessary to reduce the 
bank’s holdings of bills covering that 
line of goods, or some large develop- 
ment in the general policies of the 
bank. It may be stated with certainty 
that in all the minor details of the 
transaction, the local banker’s judg- 
ment will decide the matter. ; 

The analogy of the “chain store” 
with the “chain bank” has often been 
suggested. Yet it lacks one important 
application. The chain store can buy 
its commodity wholesale, at a lower 
price than its independent competitors, 
on account of its large buying power. 
The chain bank, however, whether 
branch, controlled, or any other form 
of chain bank, must pay exactly the 
same for its commodity, which is 
credit, as its competitor. The interest 
allowed on deposits, and the amount 
of service rendered in order to hold 
non-interest bearing deposits, are ex- 


actly the same in both types of bank, © 


and the rates charged on loans are 
comparable. 
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Therefore the only way in which the 
branch bank can get any advantage 
over the independent is in the whole- 
sale purchase of supplies and insur- 
ance, the use of highly skilled manage- 
ment specialists, and the ability to 
route business from one unit to 
another. 

In the last analysis banking service, 
whether in city or country, is going to 
perform about the same functions as 
it ever did. The business of the coun- 
try must be carried on. Commerce 
must be financed, crops moved, manu- 
facturing needs in peak-load seasons 
taken care of, and all the vast machin- 
ery of banking credits and transfers 
must function. This calls for banking 
experience, skill and judgment of about 
the same degree, whatever type of bank- 
ing structure may eventually develop, 
and the banking world must compete 
with other business for brains, just as 
it has always had to compete. 


E are so accustomed to associate 

dignity and authority with the 
title of president, and vice-president, 
that we may be in some danger of for- 
getting that titles of themselves may 
mean nothing. There is the old story 
of the farmer who called his hired man 
the “‘vice-president in charge of cows.” 
It is the real power and experience 
and authority that make the position, 
and the title can only be an evidence 
of it. 

It would seem therefore reasonable 
to suppose that the banker of the fu- 
ture, whether called a president, or a 
manager, will have very little change 
in his actual duties and responsibility. 
It is probably actually cheaper to pay 
a substantial salary to the head of an 
important banking unit, and to give 
him the authority in relation to -his 
discretion and experience, than to 
attempt to manage such a banking 
office from a distance. 


Prices Fall, Who Gains ? 


(Continued from page 7) 


reduction in the price level, changes 
supposedly fixed incomes into shrink- 
ing incomes or no incomes at all. 
Apparently the only group to whom 
the declining price level has really 
brought a net gain consists of the 
handful of persons who subsist on 
interest from government bonds and 
the highest grade of corporate obliga- 
tions. Almost everyone else is either 
an actual loser or in danger of loss. 
According to the evidence available, 
therefore, the theory that, in a period 
of radical price decline, certain classes 
gain as much as others lose, must go 
into the discard. What really happens 
is that declining prices cause men and 
women to cease work and machinery 


to stand idle. Under these circum- 
stances, obviously, the total product 
of industry shrinks and the per capita 
supply of goods available for distribu- 
tion diminishes. It is this scarcity of 
goods which accounts for the fact that 
so many lose and so few gain when 
prices fall. 

The effects of falling prices are then 
generally bad. It follows that, in so 
far as it is possible, steps should be 
taken to repair the damage. How- 
ever, before action can be intelligently 
begun, the forces responsible for the 
decline must be understood. What are 
they in the present case? An attempt 
will be made in the next article to 
throw light on this puzzling question. 
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LEADING police official once 
A outlined the following simple but 

effective identification method 
which he suggested might be of assist- 
ance to bank tellers: “If you are 
suspicious of the genuineness of the 
endorsement or signature on a check 
presented to you, retain the check and 
ask the stranger or customer to write 
his name on a separate slip of paper 
before you. Watch carefully if he 
should hesitate in forming the letters 
and compare the written signature with 
the one on the check or on file. If he 
dashes off the same signature without 
a fumble, the chances are he is the right 
man.” 

This practical forgery test has been 
found useful in the past by Canadian 
bank tellers but it has been somewhat 
discredited by recent events in 
Toronto. The police of the Ontario 
capital recently arrested a forger who 
could dash off a spurious signature so 
perfectly that it took an expert to 
detect it. He admitted that he had 
acquired this ability by diligent 
practice and had concentrated on one 
signature until he had become perfect. 
The trial and convinction of this check 
artist climaxed a series of daring and 
skilful forgeries which defrauded Cana- 
dian banks of a substantial sum. The 
forger’s evidence was somewhat dis- 
concerting as it indicated what could 
be accomplished when brains and 
intelligence are misused in the per- 
petration of fraud. This man told an 
amazing tale of how he had haunted 
bank lobbies watching for opportu- 
nities to appropriate the blotted signa- 
tures of well-to-do customers on lobby 


desks. These were afterwards held up 
to a mirror and carefully copied. 
Checks and other documents care- 


lessly left behind by customers were 
also collected and used afterwards to 
support his forgeries. 

* * * 

A veteran Canadian banker believes 
that in less than a decade finger-print- 
ing will be in general use in banking 
throughout Canada and the United 


States. He says that banks will be 
forced to adopt this or some other 


drastic method for their own protec- 
tion. This banker, with many years 
of varied experience behind him, 
points out that protective measures 
such as safety check paper, check- 
writing machines, etc., have elimi- 
nated or cut losses formerly sustained 
in check-raising activities, but recent 
forgery cases have brought home the 
weaknesses in the signature method 
which is the very foundation of any 





banking system. There are several 
sases on record where even experts 
have disagreed on forged signatures 
submitted to them for judgment and 
if experts after a life-time of study are 
unable to detect spurious signatures 
from the genuine, how can a busy teller 
or bank officer be expected to make 
offhand decisions with thousands of 
dollars hinging on their jugdment? 
There are fewer restrictions on check 
writing in Canada and United States 
than in many other countries, but the 
general use of checks has_ brought 
many abuses and exposed the banks 
to losses. He believes that if the 
present widespread checking privileges 
are permitted, some protective system 
will have to be devised to support the 
signature as an order to pay. Forgery 
has become a highly specialized busi- 
ness with a certain class of criminal. 
The extent to which this has been 
developed is indicated by the problem 
now baffling Scotland Yard. Forged 
notes have been discovered in London 
which are so cleverly made that only 
by the use of ultra-violet rays were the 
forgeries discovered. 
* * * 

An educational campaign outlining 
the functions and services of trust 
companies is appearing in Canadian 
newspapers and should do much in 
giving the public an insight into their 
many useful activities. The advertis- 
ing is sponsored by a group of the trust 
companies of Canada and has a general 
informative appeal. In Canada, trust 
business is conducted entirely separate 
from commercial banking and no 
chartered bank enters directly into 
trust activities. While total assets 
in the hands of the trust companies 


of Canada have shown substantial 
growth in recent years, increasing 


from $805,689,070 in 1922 to $2,059,- 
862,042 in 1929, trust officials believe 
that there is still a large field, par- 
ticularly in the estates division which 
has not responded to ordinary solicita- 
tion. Lack of knowledge as to the 
scope of the services provided by 
trust companies is often encountered 
in approaching prospects. The educa- 
tional copy which is appearing should 
therefore prepare the way for success- 
ful intensive efforts. The campaign is 
unique inasmuch as it is published by 
“A Group of the Trust Companies of 
Canada” with no individual company 
mentioned in the advertising. 
* * * 

That service in foreign branches 
can be applied to advantage in the 
domestic field in ordinary routine 
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(Yanadian Notes and Comment 


By G.A.G. 


banking is indicated by the story of 
the Royal Bank of Canada officer 
repatriated from the South American 
division of his bank, who had an out- 
of-town customer referrred to him 
while on the accountant’s post of a 
large Canadian city branch. The 
client was short of funds and wanted 
to cash a check on his home town 
branch but had no means of iden- 
tifying himself. A long distance 
telephone call was put through to the 
branch but unfortunately the call was 
connected to a telephone within ear- 
shot of the customer. The officer was 
somewhat embarrassed as he wanted 
to ask the manager at the other end 
some intimate questions regarding the 
customer’s appearance and his finan- 
cial responsibility. The — situation, 
however, was saved when he suddenly 
remembered that a member of the 
staff of the out-of-town branch had 
also seen South American service. 
Ensued a short conversation in Spanish 
which resulted in the customer being 
satisfactorily identified without know- 
ing what it was all about. 
os * * 

Winter has again brought its prob- 
lems to banks in Canadian cities. The 
gold standard, exchange and other 
matters will have to be shelved for 
the time being until the personnel of 
the bank hockey team is decided. 
Managers of bank hockey teams who 
invariably believe that a winning hockey 
organization commands more prestige 
for the bank than a couple of million 
added to the bank’s reserve fund, have 
sent out a call for high-class material. 
Out in the great open spaces the 
Podunk Center “‘Gazette’” and other 
rural publications are carrying notices 
something like this: ‘Mr. Cecil Cash- 
slinger, teller of the local branch of 
the Blank Bank of Canada, has re- 
ceived word of his transfer to Capital 
City. Mr. Cashslinger starred on the 
Podunk Bearcat’s hockey team last 
winter and will be sadly missed in 
sporting circles.” 

* * * 

J. A. McLeod, general manager of 
the Bank of Nova Scotia, was elected 
president of the Canadian Bankers 
Association at the recent annual gen- 
eral meeting. Mr. McLeod succeeds 
Beaudry Leman, general manager 0! 
the Banque Canadienne Nationale. 
Vice-presidents elected for 1931-1932 
were as follows: S. H. Logan, general 
manager of the Canadian Bank of 
Commerce; M. W. Wilson, general 
manager Royal Bank of Canada; 


H. B. Henwood, general manager of the 
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Bank of Toronto; and Jackson Dodds, 
general manager of the Bank of 
Montreal. 

ok * * 


In 1895 professor R. M. Brecken- 
ridge, of Columbia University, in his 
history of the Canadian banking 
svstem, wrote: ‘The practice of 
hoarding savings in bank notes is 
practically obsolete in Canada.” A 
qa lot of water has gone under the 
bridge since Professor Breckenridge 
recorded this impression but recent 
statements of Dominion government 
and Canadian bank note circulation 
would indicate that this eminent 
American economist’s statement still 
stands. In a comprehensive review 
of Canadian trade and _ conditions, 
Beaudry Leman, retiring president of 
the Canadian Bankers Association, 
gave the following circulation statistics: 


DOMINION NOTES IN POSSESSION 
OF THE PUBLIC 


1930 1931 
August. ....$ 30,422,360 $ 28,721,026 
September.. 29,169,064 28,249,141 
October..... 29,217,257 28,983,106 


NoTES IN POSSESSION 
OF THE PUBLIC 


BANK 


1930 1931 
August..... $166,154,000 $141,813,000 
September. . 163,513,000 139,908,000 


* * * 


In discussing foreign service, few 
bank officers resident in Canada can 
claim a more varied experience in 
foreign countries than J. E. W. Stephen- 
son who was recently appointed man- 
ager of the Canadian Bank of Com- 
merce at Montreal. Mr. Stephenson 
has seen service in five provinces of 
Canada and in three foreign countries. 
Commencing as a junior clerk at 
Parkhill, Ontario, he was subsequently 
transferred to Winnipeg, Saskatoon 
and Calgary. Later he was trans- 
ferred to Portland, Oregon, and 
Mexico City. On the establishment 
of the Commerce branch at Rio de 
Janeiro in 1920, he was appointed 
assistant manager. A few years later 
he returned to Mexico City as manager 
which position he held until his 


appointment to the Montreal Branch. 
* * * 


Some of the Canadian clearing 
houses impose a service charge of 50 
cents on each of the “N. S. F.”’ checks 
returned on the clearing. This penalty, 
however, is mild compared with that 
Imposed by the courts of a western 
Canadian city when a check writer 
Was assessed $10 on each of the seven 
worthless checks which he had passed. 
Court cases have demonstrated that 
the present act has some sharp teeth 
if business men, retailers and others 
who are the chief sufferers, really 
want to stamp out the practice and 
prefer charges. There are many who 
believe that most of the worthless check 
Problems could be solved by a little 
sumption on the part of the victimized. 
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before you buy 
transfer cases for 
your 1931 records... 


Investigate 
the McBee method of binding deposi- 
tors’ ledgers, remittance letters, certi- 
fied and cashier’s checks, correspon- 
dence, blotters and all other records 
into book form right in your bank. 








The McBee plan costs less than buying 
transfer cases, saves about half the 
vault space and the records are 
securely bound. They can’t be mis- 
placed or misfiled. They are always 
available for reference and fully 
protected against the ravages of 
years. 


Call your local McBee office for 
further information, or write direct. 


M:‘Bee 


Binder Company 
General Offices @ Athens, Ohio 


Factories In New York, St. Louis, San Francisco, 
Montreal and Athens 
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FROM A BUSY DESK 





cy Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


to the consolidation of branches 

that has been proceeding in that 
area, says that when prohibition came 
in, many of the good corners that 
had been occupied by saloons were 
made over into branch banks. Now 
he says that if the Eighteenth Amend- 
ment and the Volstead 
Act are repealed, there 
will be some good sites 
available once more for 
wet goods. 


Aw ANGELES banker, referring 


* *x * 


To get new business it 
is necessary to take good 
care of the business you al- 
ready have. Some bankers 
will work their heads off to 
get one new account and 
will gloat over it as if it 
were the one lost sheep 
that had now been found. 
At the same time there 
may be a break in the fences and 
ninety-and-nine other sheep may be 
wandering off to competing banks. 
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* * * 


A lady who lost her home through 
foreclosure came in to the bank 
recently. She said she could not 
harbor any hard feelings against the 
bank that put through the foreclosure. 
They were so nice about it, she said, 
and regretted so much that they were 
obliged to take the step. We'll say 
they did. 


* * * 


A trust officer tells us of an interest- 
ing case. A lady put property in trust 
with a routine clause in the agreement 
that at her death it was to be dis- 
tributed according to the terms of her 
will, or if there was no will, to her 
heirs-at-law. She died and no will was 
found. Legal questions immediately 
arose. Was it the bank’s duty as 
trustee to search for a will, and how 
long should elapse before it might 
safely presume that there was no 
will? How were the heirs at law to 
be determined, and what would be 
the bank’s position if, after distribu- 
tion, other heirs turned up? In the 
case mentioned, a son of the deceased 
qualified as administrator and de- 
manded the assets of the trust. The 
bank’s legal advisors ruled that the 
bank should decline to pay until 
appropriate legal action had _ been 
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taken. The result probably involves 
a lawsuit, and as a result the bank is 
now insisting on more definite instruc- 
tions as to termination in all new trusts 
taken. 


¢ @ @ 


The trust officer also tells us of a 
device they are using in 
his department. It is a 
large department and 
handles considerable prop- 
erty. It is practically 
impossible for the signing 
officers to check each 
transfer, so they use what 
they call a “signature req- 
uisition.”” This must bear 
the initials of all who are 
parties to the request for 
transfer, and after the in- 
strument is signed, the 
requisition is turned over 
to a trust auditor whose 
duty it is to check for 
irregularities of all descriptions. This 
system seems adequate to control 
the transfer of property out of the 
bank. 
* * * 


Banks in Santa Barbara had a custom 
of keeping open until 3:30, though 3:00 
was the official closing hour. The 
curtains on the doors were put up at 
3:00, but the doors were not locked 
until half an hour later. The adop- 
tion of a clearing house rule to close 
at 3:00 was made necessary by a 
change in the train schedule that 
advanced the time of mail dispatch. 
The problem was how to accomplish 
the change with the least amount of 
inconvenience to the bank’s customers. 
Finally it was resolved that we would 
lock the doors at three, but keep a man 
at the door until 3:30 to let in those 
who might come, and then a couple 
of months later enforce the rule 
strictly. The plan has worked per- 
fectly. A good many people have been 
admitted from time to time, but they 
seem to realize that they have come 
late, for the number so admitted has 
steadily declined. By the time we 
are ready to enforce the rule strictly, 
the customers will be entirely ready 
for the change. 

* * * 

Bankers should watch deposits that 
are of a temporary character. Some- 
times there are in a bank considerable 
sums that are being held for invest- 


ment, or in other ways are likely to 
be suddenly withdrawn. A good plan 
is to watch all deposit balances 
exceeding a stated amount —in a small 
bank $10,000 or $20,000, in a large bank 
correspondingly larger amounts —and 
to have the amounts of such balances 
reported daily to the officers. They 
can then allow for these items when 
figuring their cash position. 


* * * 


Philip Withermore says that the 
safe deposit department in his bank 
is paying for itself for the first time in 
the bank’s history. 


* * * 


Modern transportation has some 
strange effects on competition. Lately 
a grower of Gravenstein apples from 
northern California told us that his 
principal competitors were the growers 
of Georgia peaches and that the place 
of competition was the New York 
produce market. 

* *K * 

A bond man says that there will be 
a scramble for United States bonds 
just as soon as the markets for other 
bonds recover. There are many banks 
today that have holdings of other 
bonds who would like to exchange 
them for United States bonds on 
account of the rediscounting status of 
the latter, but the switch cannot be 
made under present market conditions. 


* * * 


Real estate in many of the cities 
has been declining for several years, 
since before the stock market boom 
and subsequent collapse. At the time 
when stocks were rising, it was thought 
that the real estate market was being 
adversely affected by the superior 
attractions of the big board. How- 
ever, there has not been very much 
change since the big board fell into 
disfavor. One banker thinks that the 
present time is setting the stage for a 
good real estate recovery. He argues 
that many people have money that 
they are wondering what to do with. 
Bonds are as unpopular as_ stocks, 
and even banks are the objects of lack 
of confidence. So he thinks that the 
age-old lust for land will begin to 
appear before long, and that at pres- 
ent deflated prices, the bargain hunter 
may start to prowl. He thinks that 
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| general slump, and now show good 


recoveries, so real estate will have its 


' turn ahead of general recovery in the 


securities and investment markets. 
* *” + 
Philip Withermore says that some of 
the banks that were great on publicity 
are now just as anxious to keep out 
of the news as they were to get in it. 
Seems that the mistake was that they 
let the same man write the ads and 
make the loans. Many a good ad 
has been ruined by a credit-trained 
banker, and what the advertising- 
trained banker would do to the loans 
is something yet again. 
ok * * 


“Southern California Banker,’ mag- 
azine of Los Angeles Chapter of the 
American Institute of Banking, prints 
the story of four frustrated holdups — 
frustrated because four tellers, all of 
different offices of the California Bank, 
had the nerve and the courage to 
refuse to obey a_ bandit’s orders. 
George H. Wyman handed over $970 
in currency and let the robber reach 
the door, then pursued and captured 
him. Al Johnston looked a bandit in 
the eye and calmly refused to hand 
over anything—the bandit fled into 
the crowd. Fred Wallace “shot it 
out” and killed a robber. H. Edward 
Schied got out his gun and managed 
to hold up the holdup man and turn 
him over to the authorities. The 
bank rewarded each of these men with 
a bonus of $1,000. 

* * * 

A man was telling Philip Wither- 
more that when he got through college 
he had only fifty cents left. Philip 
grunted that he was lucky; most of 
them are dead broke and in debt. 

* * * 

It is a strange thing that a banker 
who unhesitatingly makes bitter 
enemies through declining loans and 
making low appraisals of property, 
will act like a scared mouse when it 
comes to charging a customer for bank- 
ing service on a checking account where 
inadequate balances are maintained. 

* * * 

A lady chose a $1,500 fur coat and 
asked to have it sent out C.O.D. She 
explained that she was just about 
ready packed to go away, and that 
she had not enough money with her, 
but that if they would send it to her 
apartment she would pay for it then 
and pack it with the rest of her things. 
Suspecting a ruse, the store sent a 
particularly trustworthy messenger 
with the coat packed in a box, and 
warned him to be on his guard. Arrived 
at the apartment, the man noticed 
all the signs of departure in evidence 
and told what he had come for. The 
lady hesitated and said that she had 
Just finished packing and she did not 
know how in the world she could get 
the coat in. Finally she took the box 
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IN cLeveLAND the 12 large commercial 


banks, with aggregate deposits of 


$1.085,000000, furnish checks on 
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La Monte Safety Paper. To them and 
their customers La Monte checks are 
safe checks, durable and distinctive, 
readily identified and widely accept 
ed as the standard. George La Monte 


& Son, 6] Broadway, New York City. 


LA MONTE NATIONAL SAFETY PAPER FOR CHECKS 


identified by its wavy lines 
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Only one (unsuccessful) bandit 
attack per thousand institutions 
protected with Federal Gas, 
while — 

Twenty-seven successful bandit 
attacks per thousand institutions 
not protected with Federal Gas 
in 1931. 


That is why — 


Bandit Protection 
carries Highest Reduction 
in hold-up insurance costs 





—is the most popular form of 
protection in banks—the most 
feared protection by the bandits. 


Surely you will want complete 
information about it. 


Mail the Coupon 


FEDERAL LABORATORIES, Inc. 
185 Forty-First St., Pittsburgh, Pa. 
(Representatives in all principal cities 
Gentlemen: Without obligation to us. you 
may please send us details about FrpreRAL 
Banpit Protection for Banks. 
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and went inside to see if it could be 
included in one of the trunks. Then 
she came out with it and said that 
she was sorry, but she would have to 
leave it until she came home, but in 
the meantime she would pay for it 
and asked that they keep it for her. 
So she gave a check for $1,500 and the 
package back to the messenger. Later 
the check was returned N.S.F. and 
when the box was opened it was found 
that she had replaced the expensive 
coat with a worthless old one. One 
more lesson to the banker —that they 
think up new tricks all the time. 
* * * 

Our bank recently celebrated its 
sixtieth anniversary, and we got up a 
large collection of old letters, photo- 
graphs, checks, etc., for display in 
the lobby. In addition we borrowed 
a couple of glass showcases from a 
store and displayed the old books 
which were used in the early days 
of the bank. It was interesting to see 
that back in the seventies there were 
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separate columns for gold and cur.) 
rency, the latter being worth only [ 
from 80 to 90 per cent of the gold [ 


Included in our display was the old 
iron-bound chest in which gold was 
shipped to Wells Fargo, San Fran. 
cisco, and the sawed-off shotgun that 
was carried by the messengers. <A 
gorgeous display of fall flowers and 
some timely publicity in the news. 
papers brought all the town in to see 
the display. 
* * * 

Incidentally, we noticed that in 
the old days they charged interest 
by the month at rates running from 
one to two per cent per month. It 
was small wonder that the tradition 
grew up that every last dollar on 
deposit was welcome and that no 
effort was too great to get and keep 
deposits. Nowadays we = scrutinize 
our deposits more carefully, for we 
want to be sure that every dollar we 
get earns its keep and is not a liability 
for all sorts of expensive services. 


At Work With “The Statistical” 


(Continued from page 9) 


total cost, total salaries paid and 
sationery used in the several depart- 
ments are drawn up monthly and 
handed to the chief clerk. Regardless 
of any other value which this method 
may have, it insures that this work is 
kept up to date. The accompanying 
tabulation is offered in illustration, 
setting forth total department costs, 
including rent, depreciation and so on, 
and the distribution of the stationery 
subdivision among the departments. 
Of course, it is the seemingly abnormal 
attention and 
may invite inquiry. 

If, in the stationery-cost distribu- 
tion, it be desirable to ascertain the 
reason for an unusually large in- 
crease or decrease in the portion 
attributed to a certain department, 
the statistical department can run it 
down. All stationery and other sup- 
plies are obtained by each depart- 
ment from the stock room on signed 
requisition by number. Every variety 
of material or supply—paper clip, 
rubber band, pen, envelope —has its 
number. The bookkeeping depart- 
ment alone has more than 100 num- 
bers. Requisitions when filled are 
sent to the statistical department, 
which keeps a record of them by de- 
partments. Thus it can tell in a 
moment from its files the nature of any 
variance, of what items it consists, 
wherein a department has been running 
strong or cutting down 

Evidence in the statistician’s figures 
of an over-consumption of supplies, 
as stationery, in any department 


affords the department head a basis 
for investigation and for impressing 


In writing to advertisers please mention The Burroughs Clearing House 


on his clerical workers the values of 
little things. In the aggregate, over 
a month or several months, they 
mount to considerable totals. Just 
as scrutiny of totals of departmental 
items-handled will often point to 
adjustments in use of clerks — reducing 
here, speeding up there, transferring 
help in slack hours for part-time 
work in other departments—so em- 
phasis on expense increases will tend 
to make employees cost conscious, 
sensitive to wastes of supplies. 

It is just such adjustments that 
have led in our bank to the lowering 
of per-item handling costs in recent 
years a quarter of a cent on transit 
items and a full cent on both deposit 
and return items, reductions reflected 
in our analysis applied to customer 
accounts. 

Once a year a general analysis of 
every department in the bank is 
compiled, the totals of which balance 
with the subdivisions of the expense 
account. This is the basis for the 
department analysis. I have dealt 
with the reports that are more general 
in character. We make up many 
records and _ miscellaneous — reports 
which are more specific in form and 
more or less tied up with cost account- 
ing and account analysis. 

The work of the department has 
been a_ growth. Certain reports 
formerly made at regular intervals are 
now not made; other inquiries have 
replaced them. Some of the reports 
now being made will doubtless give 
way to others, conforming to the 
changing nature of bank operation. The 
department is statistic but not static. 
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Profits in Letters of 
Credit 


(Continued from page 14) 


from one bank to another, authoriz- 
ing it to pay a named beneficiary, 
a stated sum, within a stated period 
against his clean sight drafts on 
the bank opening the credit. The 
letter opening the credit is usually 
accompanied by a specimen signature 
of the beneficiary and this enables 
the bank with which the credit is 
established to identify the beneficiary. 
However, in cases where it is not 
possible to obtain a signature of the 
beneficiary, it is an easy matter to 
request the bank with which the 
credit is to be established to negotiate 
the beneficiary’s drafts under the 
credit against strict identification. 
Needless to say, one bank should not 
attempt to authorize another bank 
to open a credit unless the bank with 
which the credit is to be established 
has on file the official signatures of the 
bank authorizing the opening of the 
credit and can determine the regularity 
of the instructions. 


ROM the brief historical outline 

mentioned in the first part of this 
article, it will be observed that these 
transactions had their origin thou- 
sands of years ago. However, they 
were brought into extensive use during 
the recent World War in cases where 
people traveling to Europe did not 
wish to have anything on their person 
that would enable anyone to obtain 
information that might prove to be of 
value. What they wanted was an 
arrangement which would enable them 
to walk into a bank, announce them- 
selves as the beneficiary of a credit that 
had been set up in their favor and be 
permitted to avail themselves of funds 
at that bank any time during the life 
of the arrangement. 

Many interior banks in this country 
from time to time are approached bya 
depositor stating that he intends to go 
abroad and would like the bank to 
instruct a bank abroad, in the city 
in which he expects to visit, to cash 
his checks drawn on the interior bank, 
up to a stated sum for the length of 
time he expects to be in that foreign 
city. In many cases, the interior 
bank is not known abroad and is, 
therefore, not in position to carry 
out the wishes of its customer. In 
these cases, the interior bank inva- 
nably writes to one of its correspond- 
ent banks in this country, which is 
known abroad, asking it to write a 
letter to its branch, affiliate or corre- 
spondent abroad to do that which the 
interior bank’s customer desires. This 
is exactly the type of transaction 
which should be set up as a clean credit. 
Many interior banks feel that it is 
unnecessary to set up a credit, but 





Thirty-three 






XFLONAL MAN UFAOTURERS DARE % 





An AI] Purpose 


SAFETY BOND 


Of course, the first reason for a check paper is its use as a bank check. To qualify, it 
must have safety features to guard against criminal alteration. It must also be a 
tough, flexible paper with an easy writing surface, and it should afford clear legibil- 
ity. The texture or color of the paper must not reduce the clarity of the check im- 
print nor its written execution. 

Gilbert Safety Bond succeeds in maintaining these characteristics to the very full- 
est extent of their usefulness. Its strength and writing surface are natural superior 
qualities because Gilbert Safety Bond is a rag content bond, containing the essential 
properties demanded of this kind of paper. 

One safety feature is achieved through a chemical treatment of pulp during the 
manufacture of the paper but does not reduce its value from the standpoint of leg- 
ibility. The other is accomplished by its plain one tone color which can be imprinted 
with an all-over pattern common to the earlier ideas of bank check paper. It affords 
extreme contrast to lithographic or printed imprints. 

This maintenance of all the characteristics a good safety paper should have is the 


reason Gilbert Safety Bond is the “All Purpose Check Paper.” 


GILBERT SAFETY 


BOND NG : 
Made by GILBERT PAPER CO., Menasha, Wis. @p 
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this is a mistaken idea. To begin 
with, whenever the correspondent bank 
of the interior bank lends its name to 
an arrangement of this kind, it must 
immediately set up a figure in its 
contingent liability equal to the ag- 
gregate amount available to the in- 
dividual abroad, and this can not be 
effectively controlled unless the drafts 
which the individual signs are drawn 
on the bank that lends its name to 
the transaction. If for no _ other 
reasons, these seem sufficient to cause 
any banker to agree that arrangements 
such as these should be set up as credits 


with drafts drawn on the bank that 
issues the instructions to have the 
credit opened. Then as drafts drawn 
under the credit reach the opening 
bank and are paid, the contingent 
liability figure is reduced by the 
amount of such drafts. The com- 
mission on credits of this kind, in 
most cases, does not exceed one- 
fourth of one per cent and the bank 
that opens the credits is certainly 
entitled to a commission which no 
more than defrays the cost of sta- 
tionery, postage and handling of the 
drafts, to say nothing of the liability 
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emergency 


Recent news items indicate that bank bur- 
glars are making good hauls these days... 
but they are giving A. D. T. protected banks 
a wide berth. They know all about the 
PHONETALARM .. . know that the slightest 
atiack on the vault means an S O S in the 
nearest A.D.T. Central Station...and they 
know what that means! They also know that 
a bank with A.D.T. concealed electrical 
alarm devices is out of the question as a 
holdup prospect. A.D.T. Central Station 
service gives you continuous day and night 
protection and special officers ready to 
cope with any burglar careless enough to 
have overlooked the sign of the A.D.T. An 
interesting brochure—“The Inside Story of 


Bank Protection”— gladly sent on request 


.-.no obligation. 
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assumed. The term “‘clean’’ is used § 


to indicate that the drafts which the 
beneficiary of a credit of this kind 
will be asked to sign, are to be sight 
drafts and that no documents of any 
description are to be attached thereto, 


Travelers’ Checks 


A Travelers’ Check is an instru- 
ment by means of which the issuer 
agrees to pay the amount of the check 
to the order of the person accepting 
it when it is countersigned by the 
individual whose signature is placed 
on the check at the time it is pur- 
chased. Of course, if the check is a 
United States dollar check and is 
negotiated outside of the United 
States of America, it is payable in the 
currency of the place where negotiated 
and is convertible at the then current 
buying rate there for banker’s checks 
on New York, or whatever city hap- 
pens to be the point of reimburse- 
ment, less the cost of revenue stamps 
where required. 

Travelers’ checks are issued in 
various denominations, usually $10, 
$20, $50 and $100, and are sold for cash 
only. The checks of prominent issuers 
are cashed by bankers everywhere 
and are accepted by hotels, railroad 
companies, steamship companies, 
transportation companies and others 
throughout the world, when tendered 
in payment of transportation, food, 
service, etc. The checks are most 
convenient because of the fact that 
negotiability is not confined to banking 
institutions alone. This is quite an 
advantage in cases where the holder 
wishes to obtain funds afer banking 
hours on Sundays or on holidays. 


S stated elsewhere in this article, a 

letter of credit should never be 
issued for any amount less than $500 
and as a matter of fact, it is generally 
conceded that if a person intends to 
carry less than $1,000, travelers’ checks 
will serve his purpose very well. On 
the other hand, regardless of the size 
of a letter of credit taken, it is always 
advisable to carry a small amount of 
travelers’ checks for the reasons out- 
lined in the preceding paragraph. 

A few of the leading issuers of trav- 
elers’ checks have arrangements set 
up which permit the purchasers of 
their checks to use the foreign offices 
of their branches and affiliates as 4 
mailing address. These offices will, 
upon instructions from the purchaser 
of the checks, hold or forward any 
mail addressed to that person in its 
care, in accordance with his instruc- 
tions. 

In choosing a travelers’ check serv- 
ice, as in the case of a letter of credit 
service, it is well to choose the checks 
of an institution that is international 
in scope and well known throughout 
the world. 
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Reflections of a Bank Director 


During war times the farm made 
money but the profits went into 
sending the children to college, fancy 
stock and other things, and the post- 
war period brought a mortgage and 
qa loan at the bank. This loan was 
renewed, paid partly, grew again and 
so stayed on the books. Never while 
I had been on the board were there 
ninety days when we did not have 
some action to take on the Mason 
note. Then the son took over the 
farm and he wanted to increase the note. 

One director objected. “I am tired 
of carrying this note,” he spoke up. 
“We ought to make them pay it.” 

The president protested. “I have 
known his father for thirty years and 
a nicer old man never lived. He is 
honest and square and the boy has 
good family behind him.” 

“But we cannot run this bank on 
family,” was the sharp reply. ‘“‘The 
security of this note is all the time 
getting less in proportion to the loan. 
If we are running a bank on sentiment, 
all right—but if it is conducted on 


business and for the protection of our | 


depositors, it is another matter.” 


HAT started an argument that 

lasted a half hour. How far should 
we go in carrying old customers simply 
because of their inherent honesty and 
natural integrity? Going into the 
note case, we found several similar 
instances and in each was some doubt 
if the obligation could be liquidated. 
In the end the board ordered the notes 
reduced and Father Mason felt much 
hurt—but we knew it was business 
procedure. 

Seems to me that many of the bank 
failures in old settled sections come 
from just that sentimental accom- 
modation. The father is carried 
along; the son is carried because of 
his father and finally the entire account 
is lost. Part of a board’s duties is to 
keep sentiment from reaching into 
business to a degree that is dangerous. 

Out of this matter came another 
angle of the director’s position. Mr. 
Mason blamed the board for insisting 
on reduction of the boy’s loan. He 
Visited me and other members with 
complaints that we had been unduly 
hard. “I have paid your bank thou- 
sands of dollars in interest,” he 
asserted, and probably was right, ‘‘and 
now when we need help, you will not 
give it.” 

_ Explanation of our duty to our 
Institution had no effect and he 
Stopped trading at the establishments 
of board members who had retail 
Stores. On the other side of the pic- 
ture was the borrower who made 
Personal appeals to the board before 


(Continued from page 21) 


asking for a loan. One such called on 
each of the seven and claimed that 
he received universal approval of his 
application. Then the board met and 
after studying the conditions of his 
business, refused to approve the note. 

“Individually, the members of the 
board of directors of your bank are 
gentlemen,” he sputtered the next 
time he met me on the street, “but 
collectively you are toughs’” —though 
“‘toughs” was not exactly the term he 
used. 

I have wondered if serving on a bank 


board was an asset or liability so far 
as the directors’ personal business is 
concerned. It probably works both 
ways—but humanity remembers a 
disappointment longer than it does a 
favor. Mostly, however, the public 
connects the bank management with 
the active officers rather than with 
the directors and forgets their connec- 
tion with the institution. After serving 
a few years, a director begins to wonder 
if he actually gains any especial glory 
from his position while he does take 
on a real burden of responsibility. 
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CENTRAL ReEpuBuic Bank 
AND TRUST COMPANY 
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SOUTH LASALLE STREET 


MEMBER FEDERAL RESERVE SYSTEM 
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5 WHY YOU SHOULD INSIST ON 


Burroughs 
Non-Lint 
Adding Machine Paper 


1—Strons enough to 

withstand tension re- 

quired for feeding in 
machine. 


2—tiard, smooth § sur- 
face insures a clear 
impression. 


3 Free from dust and 
““paper lint.”’ 


4—lieht ly wound rolls 


insure uniform paper 
feed. 


5H—Clazed finish does not 
absorb excessive rib- 
bon ink. 


Safeguard the operation of 
your Burroughs machine by 
insisting on genuine Burroughs 
non-lint roll paper. You can 
get it from the local Burroughs 
office or by writing to— 


Burroughs Adding 
Machine Company 


Detroit, Michigan 


Burroughs Adding Machine of Canada, Limited 
Windsor, Ontario 











Padua Protects Lives 
As Well As Money 


ROOKDOM knows that Padua Hold-Up 
Protection really protects. That is why 


Padua-protected banks avoid robberies and 
Let 


so do not risk the lives of employees. 
us tell you about Padua Protection. 





Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
85 Seneca Street Cohoes, N. Y. 
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HE problems incident to financ- 

ing our industrial enterprises are 
fraught with increasing difficulties in 
this colorful machine age with its mass 
production, nation-wide distribution 
and world-wide markets. Raw mate- 
rials, goods in process, and the finished 
product must be financed on a scale 


| undreamed of a quarter of a century 


ago. 

The facilities of modern transporta- 
tion have brought about hand-to- 
mouth buying on the part of jobbers 


| and retailers, who no longer purchase 


in advance of requirements. This 
has compelled the manufacturer to 


| carry large inventories of both the 


These 
producer’s 


raw and the finished product. 
inventories tie up the 


| capital, curtailing proper expansion of 


business, unless additional financing 


_ is secured on the product itself. 


Our great constructive banking 
legislation, known as the Federal Re- 
serve Act, has provided the machinery 
for financing with credit, rather than 
with capital, thus making possible 
our great industrial expansion. In 
making this machinery of the Federal 


| Reserve Bank effective in financing 


inventories of the manufacturer, the 
warehouseman has come to play a 
large part. The inter-dependence of 


| public warehousemen and banks is 
| not generally appreciated. 


Within recent years a system has 
been evolved which averts the dis- 
astrous orgy of moving materials for 
the sole purpose of warehousing. This 
is done through the medium of the 


| field warehouse, whereby a_ branch 





warehouse is established at the point 
of origin. The public warehouse com- 
pany leases a portion of the manu- 
facturer’s premises, places thereon 
necessary buildings with a bonded 
representative in charge. Field ware- 
housing is a recognized form of public 
warehousing upheld by numerous 
court decisions dating back to a United 
States Supreme Court decision in 1904. 

Warehouse receipts issued by a 
public warehouseman are regulated 
by law, with the obligations clearly 
defined under the Uniform Warehouse 
Receipts Act. This act has been 
adopted by every state in the Union, 
with the exception of Georgia, Ken- 
tucky, New Hampshire and South 
Carolina. Under this act, the ware- 
houseman is equally liable whether 
the issued warehouse receipt covers 
merchandise in its public warehouse 
or in one of its branch warehouses on 
land leased from the storer. 
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The Field Warehousing Credit} 


cBy R. E. Dorton 


Assistant Vice-president and Manager, International Banking Department, Bank of America 
National Trust and Savings Association, Los Angeles 


Warehouse receipts, the product of 
our present economic system, are the 
modern means of transferring title 
from the borrower to the lender for 
collateral purposes. Loaning on ware- 
house receipts is not unlike lending 
money on real estate, as receipts 
issued by a public warehouse company 
are like unto guaranteed certificates 
of title. The lender upon warehouse 
receipts acquires title to merchandise 
they represent and is fully protected 
from third-part claims or possible 
receivership or bankruptcy. 

In the simplest form of procedure, 
the manufacturer takes the warehouse 
receipt to his bank and arranges for 
his requirements. He draws a draft 
payable in 30 to 180 days, which the 
banker attaches to the warehouse 
receipt, covering goods valued at 
approximately 135 per cent of the face 
of the draft. The amount of the draft, 
less discount and accepting commis- 
sion, is placed to the credit of the 
manufacturer. 

The banker writes “‘accepted”’ across 
the face of the draft and signs the 
bank’s name. The warehouse receipt 
always remains with the accepting 
bank, but the accepted draft may be 
sold in the open market or redis- 
counted at most favorable rates the 
money market affords. 


F the manufacturer wishes to re- 

lease a portion of the merchandise 
prior to the maturity of the draft, it is 
not necessary for him to locate the 
buyer of the draft. He does all busi- 
ness with the accepting bank, obtain- 
ing a release by paying the propor- 
tional amount which has been bor- 
rowed against the merchandise he 
desires to release. The amount thus 
paid is credited to an anticipation 
account, on the bank’s books, to be 
used in retiring the draft at maturity. 

When the acceptance becomes due, 
it must be met by the bank which 
accepted it. The borrower pays the 
obligation in full, either with cash or 
by drawing new drafts predicated on 
other collateral or the same ware- 
house receipt, up to one additional 
renewal. 

Acceptances based upon warehouse 
receipts are profitable to the accepting 
bank in that they form a means 0 
financing with the bank’s credit. 
Prime banker’s acceptances ordinarily 
find a ready market, as they are 
eligible for purchase or rediscount 
with the Federal Reserve Bank. On 
account of the dates of maturity, 








CLE 


rang 
the | 
120 « 
in be 
any | 
UI 
these 
raw 
of th 
able 
also 
not ¢ 
tion, 
for t 
betw 
norn 
It 
hous 
for ” 
of ¢ 
fact 
plac 
fact 
hous 
open 
and 
supp 
com 
ata 
and 
Fi 
abili 
and 
com 
Gre: 
Nor 
woo 
and 
in I 
evel 
T 
surT 
tain 


and 
hav 
witl 
mar 
the 
any 
the 
L 
plie 
Fed 


forr 


plu: 
sue 
affe 


giv 


lost 
rec 
Wa: 





of 
the 
itle 


for 


ing 
pts 
any 
ites 
use 
lise 
ted 
ible 


ure, 
use 
for 
raft 
the 
yuse 
at 
face 
‘aft, 
mis- 
the 


ross 

the 
eipt 
ting 
y be 
»dis- 

the 


re- 
dise 
it is 
the 
pusi- 
tain- 
ypor- 
bor- 
» he 
thus 
ation 
o be 
rity. 
due, 
shich 
; the 
sh or 
d on 
ware- 
ional 


10uUse 
pting 
ns of 
redit. 
varily 

are 
eount 

On 


urity, 





CLEARING HOUSE 


ranging from 30 days to six months, 
the more popular being 90 days and 
120 days, idle money may be invested 
in banker’s acceptances for practically 
any length of time. 

Under the Federal Reserve ruling 
these banker’s acceptances must cover 
raw materials, or finished merchandise 
of the type classed as “readily market- 
able staples.” The Federal Reserve 
also assures itself that acceptances do 
not cover merchandise held for specula- 
tion, but cover the extension of credit 
for the purpose of holding merchandise 
between the time of production and 
normal consumption. 

It is thus evident that field ware- 
housing offers unlimited possibilities 
for the profitable and safe extension 
of credit, especially to that manu- 
facturer who finds it inexpedient to 
place his raw materials or the manu- 
factured product in a public ware- 
house. The difference between an 
open line of credit based on net worth 
and a line of credit in addition 
supported by warehouse receipts, 
comes to the aid of the manufacturer 
at a time when his inventory is at peak 
and working capital at low ebb. 

Field warehousing also adds to the 
ability to borrow for the production 
and movement of crops and many 
commodities, including coal on the 
Great Lakes docks, lumber in the 
Northwest, crude oil in California, 
wool in Montana, cheese in Wisconsin 
and Minnesota, as well as automobiles 
in many localities, hides, brick, and 
even sand and gravel. 

The Federal Reserve Board has 
surrounded field warehousing with cer- 
tain safeguards: 

“It must be expressly understood 
and agreed that the borrower shall not 
have access to the premises, except 
with the permission of the warehouse- 
man and under his direction, and that 
the owner shall exercise no «control of 
any sort over the goods against which 
the warehouse receipts are issued.” 

Legitimate field warehousing com- 
plies with all requirements of both the 
Federal Reserve Board and the Uni- 
form Warehouse Receipts Act. 


The Husband Pays— 
And Pays 


A MAN in Toledo—or it may have 
““ been some other city —recently 
plumbed the depths of hard luck. He 
sued someone for alienating his wife’s 
affections and, in lieu of cash, was 
given some bank stock. 

Then the bank failed. 

The poor ex-husband not only had 
lost. his wife, but the damages he 
received were less than nothing. He 
Was assessed 100 per cent on his stock! 

Moral: let well enough alone. 

—Fred B. Barton. 
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NO PASTING TO DO ON 
The “All Automatic’”’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Patented 


STRAYER COIN BAG CO. 
New Brighton, Pa. 


Branch Offices: 
30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
Banco Corporation, Ltd., San Francisco 
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Dirrerent savings departments operating 
under different conditions, employ different 
methods of handling savings bookkeeping. To 
insure speed and economy in handling book- 
keeping under any condition Burroughs offers 
a variety of machines each designed for the 
particular posting plan of the individual bank. 


Thus, regardless of how the savings bookkeep- 
ing is done, there is a Burroughs that exactly 
fits the work. Every Burroughs machine pro- 
duces neat, accurate, complete records and has 
automatic features that greatly increase speed. 


Many of the extensive variations in bookkeep- 
ing plans are listed opposite. Ask for detailed 
information about the Burroughs especially 
designed to handle the plan in which you are 
specifically interested. 


Burroughs Adding Machine Company 


Detroit, Michigan 
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Burroughs Offers Savings 
Bookkeeping Machines 


@ For posting pass book, 
ledger and journal in one 
operation. 


@ Fora posting plan where 
pass book balance is avail- 
able on deposit or with- 
drawal slips. 


@ Fora posting plan where 
pass book balance is NOT 
available on deposit or 
withdrawal slips. 


@ For banks that permit 
checking on savings. 


@For banks that post 
interest daily. 


@ For banks whose volume 
of work permits posting 
savings accounts and com- 
mercial accounts on the 
same machine. 





| for an y Savings Losting Plan 
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Thirty-nine 


All Burroughs Savings 
Machines post, prove 
and journalize in one 
operation : : : 3? 
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Increases efficiency and reduces fatigue in office 
work. The support for the back—at the exact spot 
where the spine needs support—is an extremely 
important factor in the promotion of health, vigor, 
alertness and efficiency. 


All metal construction, easy adjustment without 
tools, ball bearing swivel and thick cushions are a few 
of the features of the Burroughs Chair. For more 
information call our local office or write to 








Trust Advertising and 
New Business 


(Continued from page 17) 
itself is not a satisfactory substitute 
for sales instinct. And lawyers —and 
bankers, as well—as a class do not 
rate particularly high in sales instinct, 

Most salesmen, on the other hand, 
do not have the type of mind readily 
to absorb the necessary technical 
details to enable them to understand 
and discuss the legal matters involved 
in wills and trusts. The combination 
necessary in one individual is most 
difficult to find. 

Assuming that a high grade salesman 
is engaged who has had some expe- 
rience in selling intangibles, we are 
then faced with the problem of training 
him properly in the policy of the bank 
and in the fundamentals of trust serv- 
ice. The larger and more active trust 
departments have rigid training courses 
through which their solicitors must 
pass before they are sent out on the 
street for new business. To the bank 
just starting its trust department and 
hiring its first solicitors the ‘Sales 
Manual for Trust Service,’ compiled 
recently by the Committee on Trust 
Development through Personal Rep- 
resentatives, Trust Company Divi- 
sion, American Bankers Association, 
will be found valuable. It discusses 
fundamentals as follows: 

1 — Getting the trust idea. 
2—Your own trust company. 

3 — Wills. 

4 —Intestacy. 

5 — Trusts. 
6 —Living trusts. 
7 —Life insurance trusts. 
8 — Business insurance trusts. 
9 —Guardian and conservator. 
10—Joint tenancy and community 
property. 

11 —Escrow. 

12 —Agency. 

13 —Custody of securities. 

14 —Taxes. 

15-—Community trusts. 

16 — Answering the objections raised 
to corporate trust service. 

While the trust solicitor must con- 
tinually read and study his business 
in order to attain proficiency, it should 
not be necessary for the average new 
man to put in over thirty days’ training 
in the office before he has learned 
enough of the fundamentals to justify 
a start. He will learn the practical 








end of solicitation much faster in the 
| field than in the office. 


“A”? sued a bank on a deposit certili- 


BURROUGHS ADDING MACHINE COMPANY | cate for $1,000, the bank claiming 


DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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| that the amount should have been 
| $500. The evidence in favor of “‘A” and 
= the bank was equally balanced. 

The Illinois courts ruled that the 
certificate turned the scale in “‘A’s” 
favor.—M. L. H. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-1-32-ADV. 
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